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January  31,  1899. — Committed  to  the  Committee  of  the  Whole  House  on  the  state 
of  the  Union  and  ordered  to  be  printed. 


Mr.  Stone,  from  the  Committee  on  Coinage,  Weights,  and  Measures, 
submitted  the  following 

REPORT. 


[To  accompany  H.  R.  11917.] 


The  Committee  on  Coinage,  Weights,  and  Measures,  to  whom  was 
referred  the  bill  (II.  E.  11411)  u  To  define  and  fix  the  standard  of  value 
and  to  regulate  coinage  and  provide  for  redemption  thereunder,  and 
for  other  purposes,"  respectfully  report  the  accompanying  bill  as  a 
substitute  therefor  and  recommend  that  said  substitute  do  pass. 

The  bill  reported  does  not  differ  in  principle  or  purpose  from  the  one 
committed,  but  only  in  detail  and  mode  of  ex|3ression,  and  hence  may 
be  considered  without  further  reference  to  the  original  bill. 

This  measure  is  no  radical  departure  from  existing  law  or  from  the 
system  of  finance  which  has  prevailed  in  this  country  for  a  quarter  of 
a  century  and  more.  It  seeks  in  part  by  a  positive  and  express  reaf- 
firmation of  what  is  believed  to  be  existing  law  to  set  at  rest  all  doubt 
in  relation  thereto,  and  to  quiet  harmful  disputes  and  possible  uncer- 
tainty. It  provides  a  time  and  a  manner  for  the  execution  of  the 
original  purpose  and  expectation  upon  which  portions  of  our  existing 
law  were  enacted.  It  is  also  intended  to  cure  some  defects  and  supple- 
ment some  portions  of  our  present  system.  It  relates  to  the  coinage, 
and  hence  to  the  monetary  standard  of  the  country — to  its  demand 
obligations,  and  to  its  national  banking  system.  These  subjects  might 
be  treated  separately,  but  they  have  such  logical  connection  one  with 
the  other,  and  such  an  interdependence  one  upon  the  other,  as  to 
render  their  union. in  a  single  bill  entirely  proper  and  probably  wise. 

The  purpose  of  this  bill  is  to  set  at  rest  all  questions  as  to  the 
existing  legal  unit  of  value  in  this  country  and  to  remove  all  doubt  in 
relation  thereto;  to  protect  and  strengthen  the  credit  of  the  United 
States  and  the  honor  of  its  citizens;  to  insure  the  permanent  equality 
and  value  in  the  hands  of  the  people  of  every  dollar  of  the  United 
States  and  of  every  kind  of  our  currency  of  the  same  denomination; 
to  hold  in  free  and  unhampered  circulation  all  kinds  of  our  present 
money,  and  to  provide  an  adequate  amount  of  circulating  medium 
of  stable  value  to  transact  the  busiuess  of  the  country, 
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That  it  accomplishes  these  results  perfectly  may  not  be  asserted. 
That  it  shall  fully  meet  the  views  of  every  citizen  or  every  legislator  who 
has  given  this  great  subject  careful  study  and  thought  is  hardly  possible. 
The  purpose  aimed  at,  however,  everyone  will  concede  to  be  wise  and 
proper.  As  to  the  best  means  to  accomplish  that  purpose,  some  will 
differ.  As  the  result  of  their  studies  they  will  advance  theories  that 
may  be  more  or  less  sound.  They  will  see  in  some  new  system  beauties 
and  merits  that  may  exist,  but  which  have  not  yet  been  recognized  by 
the  average  citizenship  of  the  nation.  The  wise  legislator  will,  however, 
be  slow  to  depart  from  systems  and  principles  which  actual  experience 
has  demonstrated  to  be  sound  and  safe,  and  will  delay  the  hazard  of 
new  systems  and  the  somewhat  inevitable  confusion  arising  from  change 
till  fully  satisfied  that  the  sentiment  of  the  people  and  the  good  of  the 
country  alike  demand  it.  Above  all,  he  will  guard  the  honor  of  his 
country,  her  standing  among  the  nations  of  the  world,  and  not  less  the 
well-being  of  every  individual  citizen,  with  scrupulous  care.  National 
honor  and  national  credit  are  the  most  valuable  possessions  of  any 
country.  The  well-being  of  the  individual  citizen,  the  security  to  him 
of  an  adequate  reward  for  his  labor,  and  the  protection  by  the  nation 
of  this  reward  from  harmful  fluctuations  of  value  which  might  come 
from  unwise  legislation  are  the  sacred  trust  committed  to  every 
legislator. 

This  bill  is  conservative  in  purpose  and  provision.  It  seeks  to 
strengthen,  solidify,  and  fortify  our  present  system,  rather  than  to 
build  anew.  Its  purpose  may  be  defined  in  three  words,  "To  remove 
danger,"  or,  perhaps  better,  the  apprehension  of  danger.  It  especially 
seeks  to  allay  at  home  and  abroad  all  doubt  as  to  the  present  and  per- 
manent quality  of  our  money  and  to  make  and  keep  the  credit  of  the 
nation  above  the  reach  of  successful  attack  or  well-grounded  apprehen- 
sion. How  each  section  of  the  bill  contributes  to  the  accomplishment 
of  this  general  purpose  it  is  the  intent  of  this  report  to  briefly  explain. 

Section  1. — The  Gold  Standard. 

The  first  section  embodies  in  definite,  distinct,  and  unmistakable 
terms  a  recognition  of  the  gold  standard  in  our  financial  system  and 
of  the  gold  dollar  of  the  present  weight  and  fineness  as  the  unit  of 
value.  Your  committee  do  not  understand  this  to  be  any  change  of 
existing  law,  but  rather  a  reaffirmation  thereof,  so  definite  and  dis- 
tinct as  to  leave  no  ground  for  doubt,  no  basis  for  discussion  or  dispute. 
The  act  of  February  22,  1873,  provides  that  athe  gold  coins  of  the 
United  States  shall  be  a  one-dollar  piece,  which  at  the  standard  weight 
of  twenty-five  and  eight-tenth  grains  shall  be  the  unit  of  value,"  etc., 
and  this  was  reenacted  in  the  same  words  in  the  Eevised  Statutes  of 
1874.  There  has  been  no  subsequent  change  in  this  law,  except  by  the 
discontinuance  of  the  actual  coinage  of  the  gold-dollar  piece.  The  act 
of  1878,  providing  for  "the  coinage  of  the  standard  silver  dollar,"  made 
it  legal  tender  without  limit,  but  made  no  change  in  the  definition  of 
the  uunit  of  value." 

Prior  to  1873  there  had  been  no  statutory  definition  or  fixing  of  the 
unit  of  value.  The  original  coinage  act  of  1 71)2  provided  that  "  The 
money  of  account  of  the  United  States  shall  be  expressed  in  dollars  or 
units,  dimes  or  tenths,  cents  or  hundredths,  and  milles  or  thousandths," 
and  later  provided  for  the  coining  of  "  dollars  or  units,  each  to  be  of 
the  value  of  the  Spanish  milled  dollar  as  the  same  is  now  current  and 
to  contain  371J  grains  of  pure  or  416  grains  of  standard  silver,"  and 
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the  eagle  is  prescribed  to  be  "  of  the  value  of  ten  dollars  or  units 
and  to  contain  247J  grains  of  pure  gold."  The  unit  referred  to  seems 
clearly  to  be  the  unit  of  account,  and  to  have  been  understood  to  be 
synonymous  with  the  word  dollar.  This  is  apparent  from  the  law  itself 
and  from  the  contemporaneous  construction  of  the  men  who  framed  the 
law.    Hamilton,  who  drew  it,  in  communicating  it  to  Congress,  says: 

The  secretary  is,  upon  the  whole,  strongly  inclined  to  the  opinion  that  a  prefer- 
ence ought  to  be  given  to  neither  of  the  metals  for  the  money  unit.  Perhaps  if 
either  were  to  be  preferred  it  ought  to  be  gold  rather  than  silver. 

And  as  a  reason  he  says: 

Gold  may,  perhaps,  in  certain  senses  be  said  to  have  greater  stability  than  silver, 
as,  being  of  superior  value,  less  liberties  have  been  taken  with  it  in  the  regulations 
of  different  countries.  Its  standard  has  remained  more  uniform,  and  it  has  in  other 
respects  undergone  fewer  changes,  as,  being  not  so  much  an  article  of  merchandise, 
owing  to  the  use  made  of  silver  in  the  trade  with  the  East  Indies  and  China,  it  is 
less  liable  to  be  influenced  by  circumstances  of  commercial  demand.  And  if,  reason- 
ing by  analogy,  it  could  be  affirmed  that  there  is  a  physical  probability  of  a  greater 
proportional  increase  in  the  quantity  of  silver  than  in  that  of  gold,  it  would  afford 
an  additional  reason  for  calculating  on  greater  steadiness  in  the  value  of  the  latter. 

As  long  as  gold,  either  from  its  intrinsic  superiority  as  a  metal,  or  from  its  greater 
rarity,  or  from  the  prejudices  of  mankind,  retains  so  considerable  a  preeminence  in 
value  over  silver,  as  it  has  hitherto  had,  a  natural  consequence  of  this  seems  to  be  that 
its  condition  will  be  more  stationary.  The  revolutions,  therefore,  which  may  take 
place  in  the  comparative  value  of  gold  and  silver  will  be  changes  in  the  state  of  the 
latter  rather  than  of  the  former. 

But  still,  on  a  review  of  the  whole  matter,  he  concludes  that— 

It  seems  to  be  most  advisable,  as  has  been  observed,  not  to  attach  the  unit  exclu- 
sively to  either  of  the  metals. 

Jefferson  entertained  the  same  views,  as  he  writes  to  Hamilton : 

I  concur  with  you  in  thinking  that  the  unit  must  stand  on  both  metals. 

The  law  of  1792  unquestionably  undertook  to  establish  a  double 
standard.  It  was  an  innovation  in  the  financial  history  of  the  world, 
and  it  was  a  failure.  To  succeed,  it  was  indispensable  that  the  market 
ratio  between  the  two  metals  should  be  held  exactly  at  the  mint  ratio. 
Otherwise,  the  undervalued  metal  went  out  of  circulation  and  the  other 
alone  became  the  unit  of  value.  To  prevent  this,  the  ratio  was  changed 
twice  without  permanent  results,  demonstrating  that  the  country  might 
have  an  alternating,  but  could  not  have  a  double  standard.  The  bur- 
den shifted  from  one  to  the  other  metal  as  the  commercial  ratio  of 
value  between  the  two  changed,  carrying  out  of  circulation  the»under- 
valued  metal.  The  futility  of  the  effort  to  maintain  the  double  stand- 
ard was  recognized  in  1853,  when  the  ratio  was  again  changed  by  the 
reduction  of  the  amount  of  silver  in  the  subsidiary  coins,  the  only  silver 
coins  then  in  circulation.  The  declaration  was  then  made  in  the  House 
of  Kepresentatives  by  the  Chairman  of  the  Committee  on.  Ways  and 
Means  that — 

We  intend  to  do  what  the  best  writers  on  political  economy  have  approved;  what 
experience,  when  the  experiment  has  been  tried,  has  demonstrated  to  be  necessary 
and  proper — to  make  but  one  standard  of  currency  and  to  make  all  others  subservient 
to  it.  We  mean  to  make  gold  the  standard  coin,  and  to  make  these  new  coins 
applicable  and  convenient,  not  for  large,  but  for  small  transactions. 

And  in  the  debate  another  member  of  the  same  committee  said: 

Another  objection  urged  against  this  proposed  change  is  that  it  gives  us  a  stand- 
ard of  gold  only.  *  *  *  What  advantage  is  to  be  obtained  by  a  standard  of  the 
two  metals,  which  is  not  as  well,  if  not  much  better  attained  by  a  single  standard, 
I  am  unable  to  perceive;  while  there  are  very  great  disadvantages  resulting  from  it, 
as  the  experience  of  every  nation  which  has  attempted  to  maintain  it  has  proved. 
Indeed,  it  is  utterly  impossible  that  you  should  long  at  a  time  maintain  the  double 
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standard.  *  *  *  Gentlemen  talk  about  a  double  standard  of  gol  jl  and  sil  ver  as  a 
thing  that  exists  and  that  we  propose  to  change.  We  have  had  but  &  single  standard 
for  the  last  three  or  four  years.  That  has  been  and  now  is  gold.  We  propose  to 
let  it  remain  so,  and  to  adapt  silver  to  it,  to  regulate  it  by  it. 

The  impossibility  of  maintaining  a  double  standard  of  the  two  metals 
had  long  before  been  recognized.  In  a  very  able  report  presented  to 
tbis  House  as  early  as  1831,  Mr.  Campbell  P.  White,  of  New  York,  says: 

That  there  are  inherent  and  incurable  defects  in  the  system  which  regulates  the 
standard  of  value  in  both  gold  and  silver;  its  instability  as  a  measure  of  contracts 
and  mutability  as  the  practical  currency  of  a  particular  nation  are  serious  imperfec- 
tions, while  the  impossibility  of  maintaining  both  metals  in  concurrent,  simultaneous, 
or  promiscuous  circulation  appears  to  be  clearly  ascertained. 

That  the  standard  being  fixed  in  one  metal  is  the  nearest  approach  to  invariable- 
ness  and  precludes  the  necessity  of  further  legislative  interference. 

And  in  another  report  in  1832  he  further  states: 

If  both  metals  are  preferred,  the  like  relative  proportion  of  the  aggregate  amount 
of  metallic  currency  will  be  possessed,  subject  to  frequent  changes  from  gold  to 
silver,  and  vice  versa,  according  to  the  variations  in  the  relative  value  of  these 
metals.  The  committee  think  that  the  desideratum  in  the  monetary  system  is  the 
standard  of  uniform  value;  they  can  not  ascertain  that  both  metals  have  ever  circu- 
lated simultaneously,  concurrently,  and  indiscriminately  in  any  country  where  there 
are  banks  or  money  dealers,  and  they  entertain  the  conviction  that  the  nearest 
approach  to  an  invariable  standard  is  its  establishment  in  one  metal,  which  metal 
shall  compose  exclusively  the  currency  for  large  payments. 

Congress,  however,  persisted  in  the  attempt  to  retain  the  double 
standard,  and  for  that  purpose  readjusted  the  ratio  in  1834  and  again 
in  1837.  The  effort,  however,  was  a  failure.  The  commercial  ratio, 
controlled  only  by  natural  laws,  departed  from  the  mint  ratio  fixed  by 
statute,  and  thus  departing,  took  with  it  out  of  circulation  the  under- 
valued metal. 

The  law  of  1853,  although  not  in  terms  dealing  with  the  unit  of  value, 
recognized  existing  facts,  and  while  for  years  before  1873  the  standard 
had  practically  been  of  gold,  the  law  of  that  year  is  the  first  legal  decla- 
ration of  that  fact.  With  its  enactment,  however,  the  conflict  of  ideas 
did  not  cease.  The  contest  between  antagonistic  purposes,  theories, 
and  interests  continued  and  produced  the  coinage  legislation  of  1878 
and  1890,  both  compromise  measures,  resulting  in  so  hampering  and 
burdening  the  standard  adopted  as  to  give  it  the  designation  of  the 
"limping  standard."  It  is  the  intent  of  this  bill  to  remove  this  " limp- 
ing" element,  and  to  establish  beyond  doubt  the  gold  standard,  already 
adopted  by  the  other  great  nations  of  the  world. 

Why  should  it  be  so  adopted?  Perhaps  the  reason  can  not  be  better 
given  than  to  quote  from  the  able  preliminary  report  of  the  Monetary 
Commission  of  1898: 

There  must  be  some  standard  of  value.  The  standard  must  have  a  market  value 
as  a  commodity  independently  of  any  governmental  fiat  and  of  all  legal-tender  laws; 
it  must  be  durable;  it  must  be  homogeneous;  it  must  have  a  maximum  of  value  pro- 
portioned to  its  bulk;  it  must  have,  as  a  commodity,  as  stable  a  market  value  as 
possible,  and  in  order  to  secure  the  stability  of  that  market  value,  the  relation 
between  its  supply  and  demand  must  be  as  constant  as  possible.  Gold  alone  fulfills 
these  conditions.  The  civilized  world  has,  therefore,  determined  that  the  standard 
shall  be  gold.  No  government,  however  powerful,  can  in  fact  reverse  that  determi- 
nation, or,  without  injury  to  the  interests  of  all  its  people,  attempt  to  establish  any 
other  standard  of  value.    *    *  * 

*  *  *  Many  of  our  fellow-citizens  have  hoped  in  all  sincerity  that  the  problem 
of  the  standard  would  be  solved  by  international  bimetallism.  An  earnest  effort  has 
been  made  to  realize  that  hope,  but  it  must  now  be  abandoned.  The  only  alterna- 
tives, therefore,  are  the  continued  maintenance  of  the  existing  gold  standard  or  the 
adoption  of  the  silver  standard.  If  the  latter  alternative  be  taken,  the  obligatious 
of  the  United  States,  of  the  States,  of  all  municipalities,  of  all  private  corporations, 
and  of  all  individuals,  the  receipts  of  income  from  every  source,  the  proceeds  of 
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policies  of  insurance,  the  deposits  in  banks  and  saving  funds,  and  the  wages  of 
labor  will  then  be  payable  in  a  debased  and  depreciated  currency;  and  individual 
and  corporate  bankruptcy,  and  worst  of  all,  national  dishonor  will  follow.  If  the 
former  alternative  be  taken,  and  the  necessary  means  be  adopted  to  secure  the  sta- 
bility of  the  gold  standard,  the  credit  of  the  country  will  be  established;  the 
national  debt  can  be  refunded  at  lower  interest  rates ;  the  surplus  capital  of  the  world 
will  come  here  to  find  profitable  investment,  and  our  country  will  enjoy  the  pros- 
perity that  follows  a  currency  system  based  upon  a  stable  standard  of  value. 

Congress  may  designate  a  legal  standard,  but  the  great  forces  of 
commerce  and  the  common  consent  and  concurrent  recognition  and  acts 
of  men  fix  and  determine  the  real  standard.  Parliamentary  action  may 
direct  attention  and  influence  opinion,  but  it  is  the  choice  and  judg- 
ment, the  acts  and  habits  of  the  mass  of  the  people  that  really  fix  the 
standard.  Congress  could  directly  or  indirectly  establish  silver  as  the 
legal  standard — and  by  injudicious  legislation  heretofore  it  has  gone 
far  toward  such  goal — and  then  this  standard  would  enter  into  our 
daily  computations  of  domestic  value,  but  the  real  standard  would 
remain  that  of  the  commercial  world,  and  by  that  values  would  be 
fixed  in  the  ultimate  estimation.  Gold  would  nominally  be  at  a 
premium  and  go  out  of  circulation,  but  silver  would  really  be  at  a  dis- 
count. Men  would  retain  in  mind  the  real  standard  and  measure 
values  by  that  while  expressing  them  in  terms  of  the  other. 

Congress  could  put  this  nation  out  of  touch  and  unison  with  the 
commercial  world,  but  the  great  operations  of  trade  would  move  on  iu 
other  lands  unaffected.  Only  in  this  country  would  values  be  unstable 
as  exchange  would  fluctuate.  Only  here  would  the  laborer  find  his 
day's  work  of  reduced  and  unstable  purchasing  power,  returning  to  him 
a  less  and  uncertain  equivalent  in  the  necessaries  of  life.  Only  here 
would  the  merchant  add  to  the  price  of  his  goods,  and  thus  extort  from 
his  customers  compensation  for  the  risk  he  encounters  from  fluctuation 
in  the  exchange  value  of  the  standard  dollar,  which  would  be  an  Ish- 
maelite  among  the  nations  of  civilized  trade.  Only  here  would  finan- 
cial chaos  reign  supreme. 

The  United  States  can  take  no  such  risk.  She  can  leave  open  no 
such  possibility.  The  world  of  trade  and  commerce  has  adopted  the 
standard  of  gold.  Nation  after  nation  has  adjusted  its  system  to  it. 
Modern  methods  and  the  inventive  genius  of  man  have  brought  the 
nations  into  closer  material,  social,  and  moral  touch  with  each  other. 
Communication  and  intercourse  are  quicker  and  more  complete,  and 
the  powers  of  ignorance,  prejudice,  and  pride  are  being  swept  away. 
No  nation  in  this  grand  uage  on  ages  telling"  can  afford  to  isolate 
itself,  and  least  of  all  this  great  progressive  American  people.  We  are 
entering  on  a  new  and  wider  career  of  commercial  competition.  We 
can  not  be  hampered  by  insular  methods,  discarded  theories,  or  inferior 
standards.  We  can  not  afford  that  there  shall  be  doubt  or  uncertainty 
in  our  position,  either  in  the  minds  of  our  own  people  or  the  nations  of 
the  world.  Our  credit  is  of  too  much  value  to  be  thus  endangered; 
our  business  too  immense  and  important  to  be  thus  demoralized  or 
paralyzed. 

By  the  act  of  November  1,  1893,  Congress  delared  its  fixed  purpose 
to  maintain  its  gold  and  silver  money  "  of  equal  intrinsic  and  exchang- 
able  value,  such  equality  to  be  secured  through  international  agree- 
ment, or  by  such  safeguards  of  legislation  as  will  insure  the  main- 
tenance of  the  parity  in  value  of  the  two  metals  and  the  equal  power 
of  every  dollar  at  all  times  in  the  markets  and  in  the  payment  of  debts." 
The  effort  to  secure  such  equality  "  through  international  agreement" 
has  been  made,  honestly  and  persistently  made,  and  failed.    Now  the 


6 


STANDARD  OF  VALUE,  ETC. 


"safeguards  of  legislation"  must  be  invoked,  and  this  bill  is  one  of 
them.  Lt  stands  in  the  way  of  no  future  international  agreement.  If 
the  nations  of  the  world  can  ever  be  brought  to  unite  in  an  honest  effort 
to  maintain  silver  at  any  agreed  ratio  of  value  to  gold,  the  United 
States,  as  a  great  silver-producing  nation,  will  assume  its  share  of  the 
responsibility.  Such  value  can  only  be  maintained  by  furnishing  to 
owners  of  silver  an  unlimited  market  at  a  fixed  permanent  valuation. 
If  this  could  be  accomplished,  it  might  give  us  another  measure  of 
value,  but  it  would  leave  but  one  standard.  It  would  be  simply  by 
artificial  means  bringing  silver  into  a  certain  fixed  relation  of  value 
to  gold,  but  gold  would  remain  the  standard  from  which  and  by  which 
this  relation  would  be  computed. 

Let  there  be  no  misapprehension  of  terms.  A  double,  bimetallic 
standard  is  impracticable— impossible.  A  bimetallic  currency  is  prac- 
ticable and  desirable,  and  is  promoted,  strengthened,  and  fortified  by 
this  bill.  There  is  a  great  difference  between  a  bimetallic  standard 
and  a  bimetallic  currency,  and  no  misapprehension  or  popular  prejudice 
should  be  aroused  by  a  confusion  of  the  two  ideas.  We  adopt  gold  as 
the  standard,  because  it  is  the  most  stable  in  value  and  hence  the  most 
just  and  safe  standard  by  which  to  measure  other  values.  We  promote 
the  convenience  of  the  people  by  providing  an  adequate  supply  of  both 
silver  and  gold  in  our  currency,  but  we  can  only  do  it  with  justice  to 
them  by  pro'ecting  them  from  the  possible  depreciation  of  silver  in 
their  hands,  and  hence  we  throw  about  it  such  safeguards,  by  limit- 
ing its  coinage  and  providing  for  its  exchange,  as  will  maintain  its 
paiity  with  our  gold  and  paper  currency. 

The  only  possible  way  for  one  nation  by  itself  to  maintain  a  bimetallic 
currency  is  to  fix  the  more  valuable  metal  as  the  standard  and  then 
sustain  the  eheaj)er  metal  at  a  parity  by  the  reinforcement  of  tin- 
nation's  credit ;  but  this  can  only  be  done  within  the  safe  limits  of  such 
credit. 

Section  2. — Obligations  Made  Payable  in  Gold. 

The  second  section  is  the  natural  and  logical  corollary  of  the  first.  It 
engrafts  the  standard  therein  defined  upon  all  contracts  between 
individuals,  but  preserves  by  specific  proviso  all  existing  legal-tender 
laws  from  any  possible  inferential  repeal  or  impairment  by  any  of  the 
other  sections  of  the  bill.  Under  it  all  obligations  for  the  payment  of 
money  are  payable  in  the  dollars  of  the  standard  prescribed  in  the  first 
section,  except  in  so  far  as  the  Government  heretofore,  by  vesting  in 
some  other  dollar  legal-tender  qualities,  has  made  it  receivable  in  pay- 
ment of  such  debts.  As  a  matter  of  fact,  if  this  bill  becomes  a  law,  it 
will  be  of  no  possible  consequence  in  what  particular  kind  of  dollar  of 
the  United  States  a  debt  is  payable,  as  any  one  will  be  as  good  as  any 
other  and  everyone  exchangeable  for  any  other,  and  the  kind  of  money 
to  be  paid  and  received  will  be  merely  a  matter  of  convenience,  and 
not  of  profit  or  loss. 

The  section  further  expressly  declares  what  has  long  been  well  under- 
stood, and  what  follows  as  an  inevitable  result  from  the  repeatedly  and 
solemnly  declared  intention  and  fixed  purpose  to  preserve  at  all  times 
the  parity  of  gold  and  silver  in  the  currency  of  the  nation  at  its  coin- 
age ratio,  viz,  that  all  the  obligations  of  the  United  States,  unless 
otherwise  specifically  provided,  are  payable  in  gold  coin  at  the  option 
of  the  creditor.  For  these  obligations  the  Government  has  received 
in  some  cases  the  actual  gold  and  in  all  its  equivalent  value.  They 
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have  all  been  contracted  when  gold  was  either  the  legal  or  actual 
standard,  and  by  the  same  standard  under  which  the  debts  have  been 
incurred  they  should  be  paid. 

The  non-interest- bearing  obligations  of  the  Government,  known  as 
greenbacks  and  Treasury  notes,  and  payable  by  their  terms  simply  in 
"coin,"  have  long,  if  not  always,  been  understood,  both  by  the  holders 
and  the  Government  to  be  payable  in  gold  coin,  and  iiave  been  so  paid 
to  the  amount  of  many  millions  of  dollars.  The  refusal  to  so  pay  on 
demand  would  at  once  send  gold  to  a  premium,  and  thus  destroy  the 
parity  between  the  two  money  metals,  which  Congress  by  the  acts  of 
1890  and  1893  has  declared  must  be  maintained.  This  bill  simply  pro- 
poses to  clothe  in  plain  language  and  place  on  the  statute  books  in 
explicit  terms  the  necessary  consequence  of  existing  law.  The  fixed 
policy  of  the  Government  to  maintain  the  parity  between  gold  and 
silver  in  our  currency  makes  the  obligations  of  the  Government,  in  fact, 
payable  in  gold.  This  bill  simply  proposes  to  declare  by  law  what  is 
already  a  fact,  and  to  declare  it  in  a  way  that  every  one  can  under- 
stand. Every  contract  should,  if  possible,  be  so  certain  in  its  terms 
as  to  preclude  dispute.  Ambiguity  and  uncertainty  inure  to  the  ben- 
efit only  of  the  speculator  and  the  lawyer. 

Had  the  Government  heretofore  been  wise  enough  to  plainly  state  in 
its  obligations  what  it  clearly  understood  and  knew  to  be  the  fact,  viz, 
that  they  would  be  paid  in  gold,  it  would  have  saved  millions  of  dollars 
to  the  public  Treasury.  On  a  single  issue  of  bonds  within  a  few  years 
the  President  officially  informed  Congress  that  the  saving  by  such  an 
explicit  declaration  would  be  $16,000,000.  This  loss  to  the  Government 
is,  to  a  large  extent,  a  loss  to  the  country  also,  as  these  bonds  are  largely 
held  abroad. 

There  will  be  $100,000,000  of  this  nation's  5  per  cent  bonds  redeem- 
able in  1904,  and  $559,640,160  of  4  per  cent  bonds  redeemable  in  1907, 
and  the  passage  of  this  act  would,  in  the  opinion  of  practical  financiers, 
enable  the  Government  to  refund  these  bonds  at  2£  per  cent,  thereby 
saving  to  the  Government  many  million  dollars  in  interest  charges. 

Payment  of  a  national  obligation  rests  on  national  honor.  It  can  be 
forced  only  by  the  power  of  a  stronger  nation.  The  value  of  its  obliga- 
tions, then,  depends  on  the  confidence  of  the  men  who  hold  or  who  may 
be  willing  to  hold  them  in  the  intention  and  ability  of  the  debtor  nation 
to  pay  them  in  the  world's  money  of  commerce.  No  one  doubts  the 
ability  of  the  United  States  to  pay;  no  one  impugns  our  national  honor. 
It  requires,  then,  only  an  unequivocal  declaration  of  our  purpose  to  pay 
according  to  the  common  standard  of  all  the  great  commercial  nations 
of  the  world  to  place  our  national  credit  on  the  very  pinnacle  of  universal 
confidence.  It  requires  only  the  certainty  that  the  money  returned  to 
the  creditor  when  his  debt  matures  will  be  as  good  as  that  which  he 
loans  to  bring  to  the  business  operations  of  this  country  all  the  capital 
needed  for  their  fullest  development,  and  to  bring  that  permanent 
prosperity  which  comes  from  fixed  and  favorable  conditions. 

In  corroboration  of  the  views  expressed  by  your  committee  they  quote 
from  the  Annual  Report  of  the  Secretary  of  the  Treasury  for  1897  as 
follows: 

The  advantage  involved  in  the  proposed  action  lies  in  this:  It  removes  an  ambi- 
guity from  our  contract  relations,  an  ambiguity  which  affects  unfavorably  the  Gov- 
ernment credit.  The  word  "coin,"  now  used  to  express  the  obligation  in  the  public 
debt,  is  an  ambiguous  word.  It  is  no  doubt  understood  by  the  more  discriminating 
public  creditor  to  mean  gold  coin,  and  the  solemn  act  of  Congress  pledging  the 
maintenance  of  silver  coin  upon  a  parity  with  gold  coin  makes  it  impossible  to  con- 
strue the  word  "  coin  "  as  therein  used  to  mean  anything  other  than  gold  or  its  full 
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equivalent.  Yet,  as  this  is  a  conclusion  of  logic  rather  than  a  clear  statement  of 
fact,  the  simpler  and  more  humble  investors  or  would-be  investors  in  the  public 
debt  are  coufused  and  doubtful  and  the  public  credit  is  the  weaker  therefor. 

Section  3.— Coinage. 

The  best  and  the  worst  that  can  be  said  of  the  third  section  is  that  it 
is  a  restatement  of  existing  law.  It  is  incorporated  in  the  bill  for  con- 
venient reference  and  to  give  symmetry  and  completeness  to  its  provi- 
sions, and  is  declaratory  of  the  fixed  purpose  and  policy  of  the  Govern- 
ment as  to  its  metallic  money. 

Sections  4,  5,  and  6 — Gold  Reserve. 

The  fourth,  fifth,  and  sixth  sections  make  provision  for  a  reserve  for 
the  redemption  of  the  United  States  notes  and  Treasury  notes  and  for 
exchange  for  gold  of  silver  dollars  when  required  and  for  the  redemp- 
tion of  outstanding  gold  and  currency  certificates.  There  is  no  provi- 
sion in  existing  law  for  any  gold  reserve  except  as  it  may  be  inferentially 
drawn  from  the  act  of  July  12,  1882.  It  has  been  the  judgment  of 
eminent  and  experienced  financiers  that  a  hundred  million  dollars 
should  be  held  in  the  Treasury  as  a  reserve  against  the  greenbacks  and 
Treasury  notes,  and  it  has  been  the  policy  of  the  Government  to  main- 
tain a  reserve  of  that  amount;  but  its  preservation  is  a  matter  of  pru- 
dent and  wise  judgment  by  the  Secretary  of  the  Treasury  rather  than 
of  statutory  requirement.  This  bill  gives  to  the  keeping  of  such  reserve 
the  sanction  of  law,  provides  for  its  formation  and  replenishment  as 
necessity  may  require,  and  for  its  separation  on  the  books  of  the  Treas- 
ury Department  from  the  general  fund,  and  protects  it  from  encroach- 
ment by  the  ordinary  demands  of  the  Government. 

This  reserve  fund,  provided  for  in  the  bill,  is  made  up;  first,  of  the 
gold  coin  and  bullion,  for  which  gold  certificates  are  outstanding, 
which  necessarily  equals  the  amount  of  such  gold  certificates,  which  on 
January  1,  1899r  amounted  to  $36,808,999;  secondly,  of  the  United 
States  notes  held  against  outstanding  currency  certificates,  which  on 
January  1  amounted  to  $20,685,000;  third,  of  the  silver  dollars  in  the 
Treasury  for  which  silver  certificates  are  outstanding  amounting 
January  1,  1899,  to  $399,430,504;  fourth,  of  the  silver  bullion  in  the 
Treasury  purchased  by  the  Treasury  notes  and  pledged  to  their 
redemption,  amounting  January  1  to  101,394,482.30  ounces,  costing 
$101,733,319.56;  fifth,  of  an  amount  in  gold  coin  and  bullion  equal  to 
25  per  cent  of  the  United  States  notes  and  Treasury  notes  outstanding, 
which  Jauuary  1,  would  have  amounted  to  $110,801,224,  there  hav- 
ing been  then  outstanding  $346,681,016  in  United  States  notes,  and 
$96,523,280  in  Treasury  notes;  sixth,  of  a  sum  in  gold  equal  to  5  per 
cent  of  the  aggregate  coinage  of  the  silver  dollars,  which  on  January 
1  would  have  been  $23,512,242.75,  there  having  been  before  that  date 
coined  470,244,857  siher  dollars. 

The  first  four  items,  being  specifically  pledged  to  the  redemption  of 
particular  obligations,  do  not  enter  into  the  general  redemption  fund. 

The  reserve  against  the  Government  demand  notes  is  substantially 
what  has  long  been  held  and  considered  a  proper  amount.  The  five 
per  cent  of  the  coinage  of  silver  dollars  is  provided  for  the  exchange 
for  gold  of  any  that  may  be  presented  for  that  purpose.  It  is  not 
thought  that  any  considerable  sum  will,  as  a  matter  of  fact,  be  pre- 
sented for  such  exchange,  for  the  reason  that  if  the  people  are  entirely 
satisfied  that  they  are,  and  are  to  remain,  as  good  as  gold,  there  will 
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be  no  motive  to  desire  this  exchange.  The  silver  certificates,  being  all 
in  small  denominations,  will  enter  into  the  everyday  business,  and  small 
exchanges  of  the  people,  will  be  widely  disseminated  and  can  not  be 
spared  from  the  daily  wants  of  the  people,  nor  easily  gathered  up  to 
raid  the  Treasury,  were  there  any  motive  for  such  action. 

For  the  replenishment  of  this  reserve  in  case  of  emergency,  or 
inability  to  keep  it  intact  by  transfer  of  Treasury  funds,  provision  is 
made  for  the  sale  of  bonds  at  a  lower  rate  of  interest  than  now  author- 
ized. Existing  law  provides  for  the  sale  of  three  kinds  of  bonds,  viz, 
5  per  cent  ten  year  bonds,  4  J  per  cent  fifteen -year  bonds,  and  4  per 
cent  thirty-year  bonds,  and  the  act  of  July  3,  1896,  authorizes  the  Sec- 
retary of  the  Treasury  to  use  any  of  these  bonds  to  purchase  coin. 
The  bill  under  consideration  provides  for  a  more  saleable  bond,  on  a 
more  acceptable  time  and  at  a  lower  rate  of  interest. 

Under  the  law  as  it  now  stands  there  is  nothing  to  protect  the  gold 
reserve  from  being  encroached  on  for  ordinary  expenses  whenever  the 
general  fund  is  exhausted;  in  fact,  it  is  a  part  of  the  general  fund, 
intended  to  be  maintained  as  a  surplus  over  and  above  the  amount 
necessary  to  meet  the  ordinary  expenses  of  the  Government,  but  in  no 
way  protected  against  them.  This  bill  provides  for  its  separation  on 
the  books  of  the  Treasury  and  its  being  carried  thereon  as  a  distinct 
fund,  not  to  be  used  for  any  purpose  except  that  to  which  it  is  by  law 
dedicated.  To  insure  the  strict  and  systematic  fulfillment  of  this  pur- 
pose, this  bill  creates  a  new  division  in  the  Treasury  Department,  hav- 
ing full  charge  of  the  issue  and  redemption  of  the  Government  demand 
obligations  and  the  exchange  of  its  different  kinds  of  money.  These 
operations  are  thus  kept  entirely  distinct  from  the  general  operations 
of  the  Treasury,  and  are  more  clearly  understood  and  more  systematic- 
ally and  efficiently  conducted. 

Section  7. — Exchange  of  Different  Kinds  of  Money. 

By  this  section  the  Government  assumes  frankly  and  boldly  the 
obligations  and  the  possible  burden  of  keeping  every  dollar  of  currency 
issued  by  it  on  a  par  with  every  other  dollar,  and  it  does  this  by  mak- 
ing any  and  every  dollar  issued  by  the  Government  exchangeable  at  the 
Government  counter,  directly  or  indirectly,  for  any  other  kind  of  Gov- 
ernment dollar  which  may  be  desired.  This,  in  terms,  increases  the 
gold  obligations  of  the  Government  to  the  extent  of  the  outstanding 
amount  of  silver  dollars,  in  exchange  for  which  gold  may  be  demanded. 
In  fact  this  is  no  increase,  for  the  obligation  now  resting  on  the  Gov- 
ernment to  maintain  the  parity  of  the  two  metals,  practically  requires 
the  exchange  of  gold  for  silver  whenever  necessary  to  maintain  this 
parity,  and  this  can  only  arise  when  silver  is  or  is  thought  likely  to 
become  the  less  valuable  of  the  two  metals.  When  such  condition 
does  not  exist,  no  demand  for  exchange  will  arise  under  the  proposed 
law;  and  when  it  does  exist,  it  must  be  met,  even  under  the  present 
law.  Hence,  the  increase  of  the  gold  liability  of  the  Government  by 
expressly  providing  for  the  exchange  of  gold  for  silver  is  rather  nominal 
and  apparent  than  substantial  and  real. 

The  assumption  that  this  bill  in  any  way  impairs  any  of  the  money 
qualities  of  the  standard  silver  dollar  is  utterly  unfounded.  Its  legal- 
tender  quality  is  carefully  preserved  by  express  provision.  The  allega- 
tion that  it  is  made  by  the  bill  redeemable  in  gold  and  by  this  means 
converted  into  token  money  is  incorrect,  and  grows  out  of  lack  of  an 
accurate  knowledge  of  the  meaning  of  words.    The  bill  nowhere  pro- 
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vides  in  any  way  for  redemption  of  silver  dollars  in  gold.  As  well 
might  it  be  said  that  it  provides  for  the  redemption  of  the  gold  coins  in 
silver  and  that  thus  their  money  qualities  are  impaired.  The  mutual 
exchange  of  one  for  the  other  is  provided  for,  and  not  the  redemption 
of  either.  "  Swapping  dollars  is  no  redemption,"  as  was  well  said  by 
an  eminent  authority. 

Provision  is  made  for  the  redemption  of  Government  notes,  but  simply 
for  the  exchange  of  silver  for  gold  and  gold  for  silver,  and  also  of  Gov- 
ernment notes  for  gold;  and  no  one  will  claim  that  by  such  exchange 
for  Government  notes  gold  is  redeemed. 

But,  even  conceding  it  to  be  a  distinctive  redemption,  it  is  still  a 
necessity  to  save  silver  from  utter  discredit.  It  is  of  no  use  to  with- 
stand stubborn  and  immutable  facts.  Silver  is  a  depreciated  metal, 
and  must  inevitably  be  discredited  in  coinage,  except  for  the  artificial 
support  given  it  by  the  Government.  The  silver  dollar  has  in  it 
^  approximately  50  cents  of  value  (having  averaged  during  last  year 
'  $0.44607)  and  50  cents  of  Government  credit.  It  is  to  that  extent  a  Gov- 
ernment obligation,  to  be  met  like  any  other  Government  obligation. 
But  the  part  of  the  dollar  which  is  Government  credit  can  not  be 
redeemed  without  the  rest,  and  hence  the  whole  dollar  must  be  redeemed, 
if  redemption  is  demanded,  and  only  in  this  manner  can  its  face  value 
be  kept  unimpaired.  This  fact  is  recognized  by  other  countries  besides 
our  own.  The  Latin  Union  in  extending  their  compact  in  1885  provided 
that  if  any  5-franc  pieces  were  thereafter  coined  they  should  be  redeem- 
able in  gold  by  the  country  coining  them ;  and  one-half  of  all  5-franc 
pieces  theretofore  coined  should,  on  the  dissolution  of  the  Union,  be 
redeemable  in  gold. 

An  undue  proportion  of  silver  in  the  currency  can  be  prevented  from 
dex>reciation  in  no  other  way,  and  the  effective  way  for  repressing  a 
desire  for  exchange  of  the  two  metals  is  to  make  the  possibility  of  such 
exchange  easy,  and  fully  understood  as  certain  and  easy,  and  then  it 
will  not  be  asked. 

We  have  committed  ourselves  too  fully  to  the  policy  of  maintaining 
the  parity  between  the  two  metals,  by  governmental  action  if  neces- 
sary, to  turn  back  now.  The  Government  has  issued  and  put  into  the 
hands  of  the  people  470,244,857  silver  dollars  at  100  cents  each,  receiv- 
ing full  equivalent  therefor,  and  has  pledged  itself  to  maintain  their 
par  value,  and  faith  must  be  kept.  Every  one  of  those  dollars  is  practi- 
cally a  gold  obligation  to  day.  This  bill  simply,  frankly,  and  honestly 
recognizes  that  fact.  It  increases  the  real  gold  obligations  of  this  Gov- 
ernment not  one  cent. 

Sections  8  and  9. — Eetirement  of  United  States  Notes  and 

Treasury  Notes. 

The  gradual  retirement  of  the  Government's  demand  notes  is  pro- 
vided for  in  sections  8  and  9.  For  the  first  five  years  they  are  retired 
only  as  presented  for  payment  in  gold  and  to  an  amount  not  to  exceed 
the  increase  in  national-bank  circulation  during  the  same  period.  It 
is  improbable  that  any  very  large  amount  will  be  retired  under  this 
section,  and  it  is  impossible  that  any  contraction  of  the  currency  can 
result  therefrom.  Under  the  provisions  of  section  10,  when  paid  in 
gold  they  would  be  retained  in  the  Treasury  till  released  by  the  pres- 
entation of  gold  in  exchange  for  them,  and  the  eighth  section  simply 
retires  so  many  of  them  thus  redeemed  in  gold  as  have  been  replaced 
in  our  currency  by  the  increase  of  national- bank  circulation. 
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At  the  end  of  live  years  the  systematic  retirement  of  our  clem  and 
notes  begins  and  proceeds  for  five  years  as  said  notes  are  received  by 
the  Government  in  the  regular  course  of  business.  JSTo  compulsion  is 
provided  to  bring  them  in,  and  if  the  people  don't  want  thein  retired 
they  have  only  to  hold  on  to  them  and  keep  them  in  circulation  without 
their  reaching  the  National  Treasury.  At  the  end  of  ten  years  they 
cease  to  be  legal  tender,  but  remain  a  gold- demand  obligation  of  the 
Government  and  are  receivable  for  all  dues  to  the  United  States. 

It  will  thus  be  seen  that  the  retirement  contemplated  is  gradual,  with 
abundant  previous  notice  and  full  provision  for  any  necessary  prepara- 
tion. There  is  no  ground  for  reasonable  apprehension  that  such  retire- 
ment will  produce  any  hurtful  contraction  of  the  currency.  There  is 
more  probability  that  five  years  hence  with  the  development  of  an 
efficient  bank  system  the  volume  of  currency  will  have  become  so  large 
that  the  Government  notes  can  be  spared  without  inconvenience. 

During  the  fiscal  year  1898  our  stock  of  gold  coin  and  bullion  in  this 
country  increased  $165,275,764.  The  receipts  of  gold  bullion  at  our 
mints  and  assay  offices  in  1898  were  $147,693,195,  againt  $87,003,338  in 
1897.  There  was  imported  into  the  United  States  in  1898  gold  to  the 
amount  of  $120,402,195  and  exported  $15,533,719,  giving  a  net  gain  of 
$104,869,476.  The  increase  in  the  deposits  at  our  mints  and  assay 
offices  is  due  to  the  active  development  of  our  different  mining  sections, 
and  especially  to  the  receipts  from  the  Klondike  field.  There  is  every 
reason  to  believe  that  this  production  will  continue  to  increase,  and 
probably  quite  largely. 

The  Director  of  the  Mint  estimates  that  the  average  annual  world's 
product  of  gold  for  the  next  ten  years  will  be  double  that  of  the  last 
ten,  and  America  will  have  her  full  share  thereof. 

The  imports  of  gold  are  part  of  the  outcome  of  the  great  balance  of 
trade  in  our  favor.  Our  total  exports  during  the  fiscal  year  1898  were 
$1,231,482,330,  and  the  total  imports  $616,050,6-34,  leaving  a  balance  of 
$615,431,676  in  our  favor,  a  part  of  which  was  evidently  paid  in  gold. 
There  is  no  reason  to  anticipate  a  reversal  of  these  trade  conditions  as 
long  as  the  present  policy  of  the  Government  is  maintained. 

These  two  agencies  must,  then,  produce  a  large  increase  in  our  stock 
of  gold  in  the  next  five  years.  Add  to  this  the  increase  that  under  the 
operation  of  this  bill  would  undoubtedly  take  place  in  our  national- 
bank  circulation  and  it  is  probable  that  five  years  hence  the  Govern- 
ment notes  will  not  be  needed  for  currency  purposes  and  can  easity  be 
spared  from  our  circulation.  If  they  are  to  be  retired  at  all,  now  is 
unquestionably  a  favorable  time  to  commence  the  work. 

This  brings  us  to  the  question,  Should  they  be  retired  at  all? 

In  the  first  place  they  were  never  intended  as  a  permanent  part  of 
our  currency.  They  were  issued  in  the  emergencies  of  the  rebellion  as 
a  war  measure.  They  were  a  forced  loan  from  the  people,  to  be  repaid 
as  soon  as  it  could  well  be  done.  This  is  evident  from  the  title  and 
provisions  of  the  first  bill  authorizing  their  issue.  It  was  "An  act 
to  authorize  the  issue  of  United  States  notes,  and  for  the  redemption 
and  funding  thereof,  and  for  funding  the  floating  debt  of  the  United 
States,"  and  it  provided  that  "  any  holder  of  said  United  States  notes 
depositing  any  sum  not  less  than  fifty  dollars,  or  some  multiple  of  fifty 
dollars,  with  the  Treasurer  of  the  United  States  or  either  of  the  assist- 
ant treasurers  shall  receive  in  exchange  therefor  duplicate  certificates 
of  deposit;  one  of  which  may  be  transmitted  to  the  Secretary  of  the 
Treasury,  who  shall  thereupon  issue  to  the  holder  an  equal  amount  of 
the  bonds  of  the  United  States,  coupon  or  registered,  as  may  by  said 
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holder  be  desired,  bearing  interest  at  the  rate  of  six  per  cent  per 
annum,  payable  semiannually,  and  redeemable  at  the  pleasure 
of  the  Government  after  five  years,  and  payable  twenty  years  from  the 
date  thereof."  The  country  then  had  no  money  and  was  powerless  to 
provide  for  payment  therewith.  It  therefore  provided  for  the  payment 
and  redemption  of  said  notes  on  demand  in  the  only  way  then  practi- 
cable, viz,  by  conversion  into  an  interest-bearing  bond,  payable  at  a 
definite  time.  This  shows  that  the  men  who  created  the  greenbacks 
regarded  them  as  only  a  temporary  expedient,  to  speedily  pass  out  of 
our  currency  system. 

The  act  of  July  11,  1862,  "To  authorize  an  additional  issue  of  United 
States  notes,  and  for  other  purposes,"  repeated  this  provision  for  fund- 
ing, and  added,  "Provided,  however,  That  any  note  issued  under  this 
act  may  be  paid  in  coin,  instead  of  being  received  in  exchange  for  cer- 
tificates of  deposit,  as  above  specified,  at  the  direction  (discretion)  of 
the  Secretary  of  the  Treasury,"  still  indicating  that  these  notes  were 
regarded  as  a  debt  to  be  speedily  paid.  After  the  war  closed,  the  pay- 
ment of  these  debts  commenced  as  soon  as  practicable. 

The  act  of  April  12,  1806,  authorized  the  sale  of  bonds  "the  proceeds 
thereof  to  be  used  only  for  retiring  Treasury  notes  or  other  obligations 
issued  under  any  act  of  Congress,"  but  with  the  limitation  "that  of 
United  States  notes  not  more  than  $10,000,000  maybe  retired  and 
canceled  within  six  months  from  the  passage  of  this  act,  and  there- 
after not  more  than  $4,000,000  in  any  one  month."  Under  this  law  the 
Secretary  of  the  Treasury  paid  off  and  retired  $59,164,318  of  these 
notes,  when  Congress  intervened,  and  by  the  act  of  February  4,  1868, 
which  became  a  law  without  the  approval  of  the  President,  provided 
that  athe  authority  of  the  Secretary  of  the  Treasury  to  make  any 
reduction  of  the  currency  by  retiring  or  canceling  United  States  notes 
shall  be,  and  is  hereby,  suspended." 

The  next  year,  however,  was  passed  the  act  of  March  18,  1869,  "  to 
strengthen  the  public  credit,"  which  declared  in  its  opening  sentence, 
"  That  in  order  to  remove  any  doubt  as  to  the  purpose  of  the  Govern- 
ment to  discharge  all  just  obligations  to  the  public  creditors"  it  is  pro- 
vided, etc.,  and  the  last  sentence  of  this  law  reads  as  follows,  viz: 
"And  the  United  States  also  solemnly  pledges  its  faith  to  make  provi- 
sion at  the  earliest  practicable  period  for  the  redemption  of  the  United 
States  notes  in  coin." 

This  was  primarily  an  assurance  to  the  holders  of  the  Government's 
obligations  that  they  should  be  paid  in  specie.  But  it  was  also  a  solemn 
pledge  of  the  faith  of  the  Government  to  the  earliest  practicable  "  dis- 
charge" of  its  obligations  to  the  public  creditor  holding  its  demand 
notes,  by  payment  in  coin,  and  thus  wiping  out  of  existence  the  evidence 
of  its  indebtedness. 

The  resumption  act  of  January  14,  1875,  made  it  the  duty  of  the 
Secretary  of  the  Treasury  to  redeem  the  United  States  notes  till  the 
amount  outstanding  would  be  reduced  to  $300,000,000,  and  he  had 
redeemed  and  retired  the  further  sum  of  $35,318,984,  when  Congress 
again  intervened  and  passed  the  act  of  May  31,  1878,  "  To  forbid  the 
further  retirement  of  United  States  legal  tender  notes."  This  was  the 
same  Congress  which  passed  the  Bland- Allison  silver  coinage  act  and 
gave  to  the  country  the  then  novel  device  of  the  silver  certificate.  It 
was  wild  for  "  more  money"  without  much  reference  to  the  quality  and 
with  no  apparent  regard  for  the  solemnly  plighted  faith  of  the  Govern- 
ment. 

A  government's  obligation  rests  only  on  its  honor,  and  hence  that 
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aonor  should  be  scrupulously  guarded.  If  its  notes  are  but  evidences 
of  the  debt  of  the  Government,  to  the  payment  of  which,  "  at  the  earliest 
practicable  period,"  the  faith  of  the  nation  was  solemnly  pledged,  that 
pledge  ought  to  be  kept,  regardless  of  other  considerations. 

But,  secondly,  these  notes  have  been  and  may  again  become  a  seri- 
ous menace  to  the  Government.  They  have  been  the  convenient  means 
of  largely  depleting  the  Government's  supply  of  gold  and  creating 
doubt  and  distrust  of  the  Government's  ability  to  maintain  the  parity 
of  the  two  metals  in  its  currency,  and  thus  the  credit  of  the  nation  at 
home  and  abroad  has  been  seriously  imperiled,  alarm  has  been  spread 
through  business  circles,  and  the  enterprise  of  our  x>eople  been  more 
or  less  paralyzed.  It  is  no  answer  to  say  that  this  is  a  matter  of  the 
past  and  does  not  exist  to  day.  Fortunately  that  is  so,  and  hence 
to-day  is  the  time  to  remedy  the  mistakes  of  the  past  and  guard  against 
a  recurrence  of  the  dangers  to  which  these  mistakes  led.  If  a  leaky 
roof  exists,  there  is  no  wisdom  in  saying  in  fair  weather  that  it  does 
not  need  mending  because  the  rain  is  not  then  going  through  it.  It  is 
no  time  to  mend  it  in  the  pelting  storm  or  the  raging  cyclone.  It  can 
best  be  done  when  the  roof  is  dry  and  the  sun  is  brightest. 

If  we  have  a  weak  link  in  the  chain  of  our  financial  system,  the  time 
to  repair  and  strengthen  it  is  not  when  the  strain  is  on,  for  the  attempt 
then  may  be  fraught  with  danger,  but  rather  when  the  strain  is  removed 
and  it  can  be  brought  to  the  anvil  to  be  reforged.  So  in  this  season 
of  prosperity,  of  ease  and  quiet  in  financial  circles,  of  stirring  activity 
in  business  life,  we  can  best  and  safest  carefully  inspect  our  financial 
system,  remedy  the  defects,  and  remove  the  dangers. 

There  is  eminent  authority  for  the  assertion  that  there  is  no  way  of 
judging  of  the  future  but  by  the  past,  and  if  in  the  past  the  Govern- 
ment notes  have  formed  an  u  endless  chain"  to  remove  the  gold  from 
our  vaults,  if  they  have  brought  doubt,  distrust,  and  danger  to  our 
people,  confusion  and  paralysis  to  our  business  operations,  and  loss 
and  embarrassment  to  the  Government,  they  are  liable  to  do  it  again 5 
and  hence  the  possibility  ought  to  be  prevented. 

But  it  may  be  said  that  this  means  the  sale  of  bonds  and  payment  of 
interest.  If  the  welfare  of  the  people  is  involved,  cost  ought  not  to  be 
counted.  If  the  honor  of  the  nation  has  been  pledged  and  is  at  stake, 
cost  must  not  be  counted.  But  how  about  the  bugbear  of  bonds'?  To 
keep  these  notes  has  already  cost  the  nation  the  issue  of  $282,315,400 
of  bonds,  and  even  that  did  not  diminish  their  volume  one  dollar.  If 
allowed  to  operate  in  the  same  way,  it  is  entirely  conceivable,  but  not 
immediately  probable,  that  they  may  cost  another,  and  equal  or  larger 
issue.  On  the  other  hand,  they  can  be  wiped  out  of  existence  and  all 
danger  from  them  forever  removed  by  the  issue  at  most  of  a  less  amount 
of  bonds.  To  demonstrate  this  it  will  appear  that,  exclusive  of  those 
in  the  Treasury,  there  are  outstanding  $94,942,741  of  Treasury  notes. 
If  this  bill  passes  with  its  provisions  for  keeping  all  our  forms  of  money 
of  equal  value,  these  notes  will  easily  be  redeemed  in  the  silver  dollars 
coined  from  the  bullion  for  which  the  notes  were  given,  and  as  contem- 
plated by  the  law  authorizing  them. 

There  are  of  United  States  notes  outstanding,  exclusive  of  those  in 
the  Treasury,  $312,415,738.  Apply  to  this  the  gold  reserve  now  ouhand, 
or  only  that  required  by  the  bill  to  be  maintained,  viz,  $110,801,074, 
and  it  is  evident  that  the  bonds  on  the  highest  estimate  required  to 
pay  off  and  retire  these  notes  will  be  much  less  than  it  has  already  cost 
us  to  keep  them. 

But  suppose  bonds  have  to  be  issued  and  interest  on  them  paid,  what 
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amount  of  additional  burden  does  this  impose  on  the  nation?  There  is 
expense  attached  to  the  issue  and  reissue  of  these  notes,  the  keeping 
accounts  thereof,  the  holding  of  over  a  hundred  million  dollars  of  idle 
gold  in  the  Treasury  against  them,  and  when  all  is  figured  up  the  sav- 
ing over  a  square  bond  issue  is  very  small.  Ex-Senator  Edmunds, 
before  the  Banking  and  Currency  Committee,  speaking  for  the  Monetary 
Commission,  said: 

The  commission  made  careful  investigation  of  that  and  got  the  figures  and  sta- 
tistics— which  I  have  not  at  hand  now — and  the  result  of  our  investigation  in  refer- 
ence to  the  saving  of  interest  was  that  when  you  take  all  the  expenses  of  the 
accounting  and  the  amount  of  reserve  we  have  held  all  the  time,  the  amount  of 
interest  we  have  saved,  in  round  numbers,  would  not  amount  to  1  per  cent;  I  do  not 
remember  exactly  hut  it  was  not  more,  I  think,  than  1  per  cent  a  year.  In  fact, 
balancing  the  accounts  on  honest  business  principles,  taking  all  debits  and  credits 
on  our  outstanding  Treasury  and  United  States  notes,  we  found  that  it  was  almost 
entirely  an  illusion  to  suppose  we  are  saving  much  of  it. 

This  computation  probably  does  not  include  the  payment  of  interest 
on  bonds  issued  to  protect  the  Treasury  against  these  notes.  If  it  did 
it  would  appear  that  we  are  keeping  these  notes  in  circulation  at  a 
positive  loss  to  the  Government. 

This  little  saving,  if  there  is  such,  by  no  means  compensates  for  the 
anxiety  and  danger  brought  to  the  nation,  nor  should  it  stand  a  moment 
between  the  nation  and  the  fulfillment  of  its  pledged  faith. 

But  it  is  said  there  is  a  sentimental  attachment  to  the  greenbacks 
because  they  saved  the  life  of  the  nation.  This  may  be  true,  but  this 
is  now  a  question  not  of  sentiment,  but  of  safety.  The  old-fashioned 
muskets  that  our  boys  carried  and  the  cannon  that  now  ornament  our 
cemeteries  and  public  parks  may  be  said  to  have  saved  the  life  of  the 
nation,  but  we  would  hardly  insist  on  using  them  against  an  enemy's 
more  effective  weapons  of  modern  warfare.  The  note  discounted  to 
pay  the  physician  may  be  said  to  have  saved  the  life  of  the  sick  child, 
but  that  is  scant  reason  why  it  should  permanently  remain  unpaid  to 
the  destruction  of  the  credit  of  the  maker  and  to  the  possible  peril  of 
his  home.  These  notes  are  a  debt.  They  have  remained  unpaid  and 
without  interest  for  thirty -five  years.  The  nation  is  able  to  pay  them. 
Her  resources  are  ample;  her  credit  is  unbounded.  Let  her  follow  the 
path  of  honor  and  safety  and  pay  them. 

Third,  it  was  never  contemplated  that  the  nation  should  engage  in 
the  banking  business.  Gradually  it  has  come  to  exercise  the  functions 
of  a  bank,  both  of  deposit  and  of  issue.  The  sooner  these  abnormal 
governmental  operations  are  discontinued  the  better,  but  it  should  be 
done  gradually  and  prudently,  and  without  shock  to  the  vast  financial 
mechanism  of  this  great  nation. 

Section  10. — Notes  Eedeemed  in  Gold  only  to  be  Eeissued 

for  Gold. 

The  committee,  by  the  approval  of  section  10,  have  accepted  the 
recommendation  and  reasoning  of  the  President  in  his  last  annual 
message,  as  follows  : 

That  when  any  of  the  United  States  notes  are  presented  for  redemption  in  gold 
and  are  redeemed  in  gold,  such  notes  shall  be  kept  and  set  apart  and  only  paid  out 
m  exchange  tor  gold.  This  is  an  obvious  duty.  If  the  holder  of  the  United  States 
note  prefers  the  gold  and  gets  it  from  the  Government,  he  should  not  receive  back 
from  the  Government  a  United  States  note  without  paying  gold  in  exchange  for  it. 
The  reason  for  this  is  made  all  the  more  apparent  when  the  Government  issues  an 
interest-bearing  debt  to  provide  gold  for  the  redemption  of  United  States  notes — a 
noninterest-bearing  debt.    Surely  it  should  not  pay  them  out  again  except  on  de« 
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mand  and  for  gold.  If  they  are  put  out  in  any  other  way,  they  may  retnrn  again, 
to  he  followed  by  another  bond  issue  to  redeem  them— another  interest-hearing 
deht  to  redeem  a  noninterest-bearing  debt. 

Nothing  need  be  added  in  further  explanation  of  this  section. 
Sections  11  and  12 — Additional  Subsidiary  Silver  Coin. 

We  have  in  circulation  and  in  the  Treasury  about  $76,000,000  in  sub* 
sidiary  silver  coin.  This  is  scarcely  more  than  we  had  twenty  years 
ago,  and  considerably  less  than  we  had  six  years  ago.  For  twenty 
years  we  have  coined  no  new  subsidiary  coin,  except  from  worn  and 
uncurrent  coin  and  the  small  amount  of  partings  and  savings  at  the 
mints.  Hence  our  volume  of  subsidiary  coin  has  diminished  rather  than 
increased.  Meantime  the  nation  has  grown  in  population  by  many 
millions;  its  business  has  vastly  expanded;  its  habits  of  life  and  meth- 
ods of  business  have  so  changed  as  to  require  more  rather  than  less  of 
"change"  money;  the  cost  of  production  and  transportation,  and  hence 
the  cost  of  purchase,  of  very  many  articles  has  been  greatly  lessened; 
the  dollar  is  more  frequently  and  more  unevenly  subdivided  in  the  retail 
transactions  of  every  day  life  than  was  done  twenty  or  thirty  years  ago. 
The  demand  on  the  Treasury  and  mints  for  new  halves,  quarters,  and 
dimes  is  practically  continuous.  The  last  superintendent  of  the  Phila- 
delphia Mint  estimated  that  we  could  use  $50,000,000  more  of  subsidiary 
coin  in  the  near  future.    The  Secretary  of  the  Treasury  says: 

The  demand  for  new  fractional  silver  coin  since  1890  has  been  much  greater  than 
the  amount  coined,  and  the  Treasury  has  been  compelled  to  x>ay  out  worn  coin,  as 
the  amount  of  new  coins  manufactured  has  been  limited  to  the  appropriation  made 
for  the  payment  of  loss  on  recoinage  of  such  coins- 

And  he  expresses  the  opinion  that  $50,000,000  additional  subsidiary 
coin  would  be  absorbed  into  our  domestic  currency  in  a  few  years. 
Add  to  that  the  additional  demand  that  is  bound  to  come  from  Hawaii, 
Porto  Rico,  Cuba,  and  probably  the  Philippines,  and  the  necessity  for 
an  increase  in  our  fractional  silver  coinage  becomes  a  pressing  one 
that  should  not  be  neglected. 

Assuming,  then,  as  beyond  successful  dispute  that  more  subsidiary 
coin  is  needed,  the  question  arises,  how  can  this  want  be  best  supplied? 
The  Government  had  on  hand  January  1,  1899,  101,394,482  ounces  of 
silver  bullion,  purchased  under  the  law  of  July  18,  1890,  costing 
$101, 733, 319,  and  for  which  demand  notes  of  the  Government,  generally 
designated  as  "  Treasury  notes,"  have  been  given,  and  $96,523,681  of 
which  are  now  outstanding.  By  the  provisions  of  the  law  of  1890  this 
bullion  is  to  be  coined  into  silver  dollars  as  fast  as  may  be  necessary  to 
redeem  the  notes  given  for  its  purchase,  but  the  war-revenue  act  of 
1898  prescribes  that  this  coinage  shall  be  carried  on  at  the  rate  of  one 
and  a  half  millions  of  dollars  per  month.  We  had,  however,  in  the 
Treasury  on  January  1,  405,061,304  silver  dollars,  against  which  there 
were  outstanding  $399,430,504  in  silver  certificates,  of  which  $7,098,509 
were  held  in  the  Treasury,  and  in  actual  circulation  there  were 
65,183,  553  silver  dollars,  making  an  aggregate  of  470,244,857  of  coined 
silver  dollars  in  the  country.  Why  coin  more  ?  They  are  not  demanded 
by  the  people  and  will  not  be  used  as  currency,  but  will  simply  be 
deposited  as  the  basis  for  an  anomalous  paper  currency,  of  which  the 
country  has  already  a  sufficiency,  if  not  an  excess. 

If,  on  the  other  hand,  this  bullion,  or  a  part  of  it,  is  coined  into  half- 
dollars,  quarters,  and  dimes,  it  will  go  into  actual  circulation  and  stay 
there,  ministering  to  the  wants  and  convenience  of  the  people  in  the 
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minor  transactions  of  daily  life  and  trade,  seldom  returning  for  redemp- 
tion in  any  way  until  below  the  limit  of  toleration,  and  never  in  any 
way  to  embarrass  the  Government  or  affect  its  credit.  Fully  a  third 
of  the  bullion  on  hand,  and  probably  more,  could  thus  be  easily 
absorbed  into  the  currency  of  the  country  in  a  way  that  would  mate- 
rially contribute  to  the  convenience  of  the  people.  It  would  yield  to  the 
Government  more  currency  than  if  coiued  into  dollars,  and  of  a  kind 
that  would  not  clog  the  customs  collecting  offices  and  the  channels  of 
trade,  as  the  silver  dollars  and  their  paper  representatives  have  at 
times  done. 

This  silver  bullion  is,  however,  pledged  to  the  redemption  of  the 
Treasury  notes  given  for  its  purchase,  and  hence  an  amount  of  such 
notes  equal  to  the  cost  of  the  bullion  coined  into  subsidiary  coin  must 
be  redeemed  by  the  Government  and  canceled. 

There  was  in  the  Treasury  on  January  1,  1899,  about  $3,000,000  in 
worn  and  uncurrent  silver  coin.  There  is  no  legal  authority  for  the 
recoining  of  these  coins,  except  as  it  is  given  from  year  to  year  in  the 
appropriation  bills.  There  should  be  permanent  authority  vested  in 
the  Secretary  of  the  Treasury  for  this  recoinage,  and  such  is  provided 
in  section  12  of  this  bill. 

The  repealing  clause  of  this  section  is  of  special  importance.  On 
January  1,1899,  there  was  in  circulation  and  in  the  Treasury  $76,587,161 
in  subsidiary  silver  coin.  This  is  $26,587,161  in  excess  of  the  limit 
allowed  by  law.  The  act  of  July  22,  1876,  fixed  the  maximum  amount 
at  $50,000,000.  This  law  is  still  in  force,  and  the  Solicitor  of  the 
Treasury  in  a  recent  opinion  says : 

I  am  of  the  opinion  that  the  joint  resolution  is  a  limitation  upon  section  28  of  the 
coinage  act  of  1873,  and  that  all  the  outstanding  subsidiary  silver  coin  in  excess  of 
$50,000,000  has  been  put  in  circulation  without  authority  of  law. 

This  affords  conclusive  reason  for  legislation  to  accomplish  the  pur- 
pose contemplated  in  sections  11  and  12. 

It  is  proper  to  add  that  the  necessity  for  such  legislation  was  urgently 
pressed  on  the  attention  of  your  committee  by  the  Secretary  of  the 
Treasury  in  his  letter  of  January  21,  1898,  and  that  your  committee 
several  months  ago  reported  a  bill  meeting  the  necessities  pointed  out. 

Section  13. — Retirement  of  Gold  Certificates  and  Currency 

Certificates. 

The  whole  system  ot  gold  certificates,  silver  certificates,  and  currency 
certificates  is  an  anomaly,  an  excrescence  on  our  financial  system,  known 
and  practiced  by  no  other  nation.  There  is  no  valid  reason  why  the 
Government  should  be  a  warehouseman  for  the  safe-keeping  of  specific 
articles  deposited,  nor  a  bank  for  the  reception  of  general  money  depos- 
its. The  man  who  is  fortunate  enough  to  have  money,  be  it  gold,  silver, 
or  paper,  ought  to  take  care  of  it  without  asking  the  Government  to  do 
it  for  him.  If  not,  banks  are  created  for  the  express  purpose  of  receiv- 
ing such  deposits,  issuing  certificates  therefore  if  desired,  and  return- 
ing them  on  demand.  It  is  no  part  of  the  proper  function  of  the 
Government.  The  unnatural  enlargement  of  our  silver  coinage  under 
the  act  of  1878  beyond  the  uses  or  demands  of  the  people  for  silver 
dollars  led  to  the  innovation  of  their  deposit  with  the  Government 
and  the  issue  of  paper  certificates  therefor.  No  other  nation  has  them; 
but  they  are  so  firmly  engrafted  on  our  system  that  they  can  not  be 
withdrawn  at  present  nor  in  the  near  future.  But  if  made  of  the  small 
denominations  provided  by  this  bil"  they  are  likely  to  prove  no  serious 
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menace  or  detriment  to  the  Government,  but  of  substantial  convenience 
to  the  people,  of  whose  daily  currency  they  will  form  a  large  part. 

Not  so  with  the  gold  and  currency  certificates.  They  are  not  cur- 
rency in  the  hands  of  the  people,  and  the  currency  certificates,  at  least 
to  their  extent,  are  a  constant  danger  and  menace  to  the  Government. 
They  are  simply  a  convenience  for  banks,  brokers,  and  exporters  of 
gold,  and  facilitate  the  raiding  of  the  Treasury  of  its  gold.  No  useful 
purpose  of  public  convenience  or  welfare  is  subserved  by  their  continued 
use,  and  the  possibility  of  their  being  made  the  instrument  of  serious 
inconvenience,  embarrassment,  and  detriment  to  the  Government  in 
times  of  emergency  ought  not  to  exist.  They  ought  to  be  wiped  out  of 
existence,  and  with  them  the  authority  for  their  issue. 

Sections  14  and  16. — Denominations  of  United  States  Notes, 
Treasury  Notes  and  Silver  Certificates  and  National- 
Bank  Notes. 

By  the  provision  of  these  two  sections  all  silver  certificates  shall  be 
of  the  denominations  of  five  dollars  and  under,  and  all  Government 
notes  and  national  bank  notes  shall  be  of  the  denominations  of  ten  dol- 
lars and  over.  This  reserves  to  silver  the  entire  circulating  medium  of 
the  country  in  denominations  under  ten  dollars,  except  the  half  eagles, 
the  nickels,  and  pennies.  It  gives  it  a  definite  place,  and  its  proper 
place,  in  our  currency.  It  is  the  medium  for  the  payment  of  small 
debts.  It  can  not,  from  its  nature,  and  the  weight  and  bulk  represent- 
ing any  considerable  value,  be  made  the  instrument  for  the  payment 
of  large  debts  or  the  medium  of  large  exchanges.  What  it  can  not  do 
itself  its  paper  representative  ought  not  to  undertake.  This  bill  gives 
it  its  proper  place  and  protects  it  in  the  performance  of  its  proper  func- 
tions. It  is  not  possible  to  gather  together  silver  dollars  in  such 
amounts  as  to  make  the  large,  unforeseen,  and  continued  raids  on  the 
Treasury  gold  reserve  that  are  dangerous.  It  will  be  impracticable  to 
withdraw  from  the  hands  of  the  people  and  the  channels  of  small  trade 
the  silver  certificates,  scattered  as  they  will  be  over  our  entire  great 
country,  and  gather  them  together  in  quantities  to  endanger  the  gold 
reserve  by  any  indirect  raid  on  it  through  intermediate  redemption  in 
silver  dollars  and  their  exchange  for  gold. 

The  supply  of  paper  money  of  the  denominations  of  ten  dollars  and 
over  is  ultimately  left  to  the  banks  alone,  and  they  must  be  responsible 
for  its  redemption.  For  a  time,  however,  this  field  is  partially  occupied 
by  the  Treasury  notes  and  the  greenbacks.  The  former  are  being  grad- 
ually retired  under  the  provisions  of  the  law  creating  them,  and  in  any 
event  will  be  out  of  existence  in  a  few  years.  The  gradual  retirement 
of  the  greenbacks  will  thus  eventually  leave  the  National  Treasury 
practically  safe  from  raids  on  its  store  of  gold,  except  by  its  ordinary 
demands  and  legitimate  expenses. 

There  are  now  in  circulation  of  denominations  less  than  ten  dollars: 


Greenbacks. 


Treasury 
notes. 


One-dollar  notes . 
Two- dollar  notes 
Five-dollar  notes 


$2,  488,  435. 20 
2, 124,  845.  80 
63,  998,  692.  00 


$15,  900,  848.  00 
10,  782, 112. 00 
30,  876, 450.  00 


68,  611,  973.  00 


57,  559, 410.  00, 


making  a  total  of  $126,171,383. 
H.  Eep.  1876,  pt.  1  2 


18 


STANDARD  OF  VALUE,  ETC. 


There  are  in  circulation  of  national-bank  notes  of  denominations  less 
than  ten  dollars,  viz:  fives,  $75,017,585,  which  added  to  the  Govern- 
ment notes  makes  an  aggregate  of  $201,188,968  of  small  notes  to  give 
place  to  silver  certificates. 

There  are  in  circulation  of  silver  certificates  of  denominations  of  over 
five  dollars  as  follows : 


Of  ten  dollars   $125, 653,  466 

Of  twenty  dollars   81,  062,  830 

Of  fifty  dollars   22,  844,  235 

Of  one  hundred  dollars   9,  495,  870 

Of  five  hundred  dollars   176,  000 

Of  one  thousand  dollars   269, 000 


making  a  total  of  $239,501,401  to  be  converted  into  small  notes.  Thus 
it  will  be  seen  that  the  volume  of  our  small  notes  will  be  increased 
$38,311,433,  which  increase  is  needed. 

Section  15.— National-Bank  Currency  Increased  to  par  of 

Bonds  Deposited. 

Under  the  present  law  national  banks  receive  and  can  issue  but  90 
per  cent  of  the  par  value  of  the  bonds  deposited.  All  these  bonds  are 
at  a  premium  except  the  2  per  cents,  which  are  practically  at  par,  and 
even  at  so  large  a  premium  as  to  offer  an  inducement  to  banks  to  with- 
draw them  and  retire  their  circulation.  The  Government  ought  not  in 
advance  to  discredit  its  own  bonds.  They  are  and  are  likely  to  remain 
abundant  security  at  their  face  value,  and  if  in  the  future  a  different 
situation  arises,  the  law  gives  full  power  to  the  Comptroller  of  the 
Currency  to  require  the  deposit  of  additional  security.  By  this  section 
the  available  capital  of  the  banks,  and  hence  their  ability  to  accommo- 
date their  customers  is  increased  10  per  cent,  and  more  currency  of  an 
acceptable  character  is  put  in  circulation  at  3,600  different  points  all 
over  the  country.  The  increase  allowed  on  bonds  on  deposit  July  I, 
1899,  would  be  $25,926,963. 

The  Comptroller  of  the  Currency  in  his  report  for  1897  says : 

Whatever  justification  there  was  in  the  first  instance  for  restricting  the  issuing  of 
notes  against  the  bonds  of  the  Government  deposited  with  the  Treasurer  of  the 
United  States  to  90  per  cent  of  the  par  value  thereof,  long  since  ceased.  In  the 
report  of  every  Comptroller  of  the  Currency  for  the  last  twenty  years  the  wisdom 
of  changing  the  existing  law,  so  that  the  banks,  and,  through  them,  the  communi- 
ties in  which  they  are  located,  might  have  the  additional  benefit  of  an  added  loan- 
able capital,  has  been  urged. 

This  increase  of  circulation  to  the  par  value  of  the  bonds  deposited 
has  been  recommended  successively  by  Secretaries  of  the  Treasury 
McCulloch,  Windom,  Foster,  Carlisle,  and  Gage  in  their  annual  reports. 

Four  Presidents,  viz,  Arthur,  Harrison,  Cleveland,  and  McKinley 
have  called  the  attention  of  Congress  in  their  annual  messages  to  the 
justice  and  wisdom  of  this  increase. 

Your  committee  can  not  find  that  any  good  reason  has  even  been' 
given  for  disregarding  these  often-repeated  recommendations  of  Comp 
trollers,  Secretaries,  and  Presidents,  but  still  the  law  has  remained 
unchanged. 

Section  17. — Tax  on  Circulation. 

The  law  now  requires  the  payment  of  an  annual  tax  of  1  per  cent  on 
the  circulation  of  national  banks.  President  Arthur  as  early  as  1883 
recommended  its  repeal.  President  Cleveland  repeatedly  recommended 
its  reduction  to  one-fourth  of  1  per  cent,  and  President  McKinley  in 
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1897  repeated  this  recommendation.  These  recommendations  involved 
the  substitution  of  no  other  tax  for  that  proposed  to  be  remitted. 

Secretary  Folger  recommended  a  reduction  of  this  tax,  Secretary 
McOulloch  its  repeal,  Secretary  Windom  its  reduction,  Secretaries 
Foster  and  Carlisle  its  reduction  to  one-fourth  of  1  per  cent,  and  Secre- 
tary Gage  to  one-half  of  1  per  cent. 

As  early  as  1865,  Comptroller  Clarke  suggested  that  the  tax  on  circu- 
lation be  one-half  of  1  per  cent,  u  as  an  indemnity  to  the  Government  for 
the  expense  incurred  in  furnishing  the  banks  with  circulatory  notes  and 
meeting  the  expenditures  incidental  to  the  administration  of  the  bureau,'7 
but  he  added,  "Perhaps  a  preferable  method  in  relation  to  the  expense 
thus  incurred  for  circulation  and  supervision  would  be  found  in  waiving 
the  tax  on  circulation  and  meeting  the  expenditures  required  by  such 
direct  assessment  on  the  banks  as  should  be  equitable." 

In  1882  Comptroller  Knox  suggested  the  reduction  of  the  tax  to  one- 
half  of  1  per  cent.  Comptroller  Cannon  in  1884  and  1885  recommended 
the  repeal  of  the  tax.  Comptrollers  Lacey  and  Eckels  recommended 
the  reduction  of  the  tax  to  one  fourth  of  1  per  cent.  Comptroller  Hep- 
burn recommended  a  repeal  of  the  tax  and  an  assessment  method  to 
meet  expenses  incurred. 

It  will  thus  be  seen  that  the  representatives  of  the  Government  have 
with  practical  unanimity  recognized  the  injustice  and  impolicy  of  this 
tax,  and  have  recommended  its  reduction  or  repeal. 

The  reason  why  this  tax  is  unwise  is  that  it  tends  to  discourage  the 
formation  of  national  banks  and  the  taking  out  of  currency  by  those 
that  are  formed,  and  in  the  view  of  Secretary  Carlisle,  being  a  tax  on 
the  currency  going  into  the  hands  of  the  people,  ultimately  becomes  a 
tax  on  the  people.  This  would  be  so,  or  at  least  it  would  be  in  the 
power  of  the  national  banks  to  make  it  so,  if  they  furnished  all  the  money 
which  the  people  use;  but  as  the  currency  they  issue  is  only  about  one- 
eighth  the  entire  currency  of  the  country,  and  as  there  are  some  8,700 
State  and  private  banks  against  3,600  national  banks  to  furnish  this 
currency  to  the  people,  it  is.  entirely  impracticable  for  the  national 
banks  to  shift  the  burden  of  this  tax  onto  the  people.  It  rests  on  the 
banks,  and  forms  a  serious  obstacle  in  the  way  of  the  increase  of  their 
circulation. 

With  this  tax  remaining  there  is  practically  no  profit  to  the  national 
banks  on  the  notes  they  issue.  The  report  of  the  Comptroller  of  the 
Currency  shows,  by  carefully  prepared  tables,  that  at  the  present  prices 
of  bonds  the  profit  to  the  bank  on  national-bank  circulation  ranges 
from  .236  of  1  per  cent  to  .859  of  1  per  cent  per  annum.  Under  this 
state  of  facts  it  is  not  surprising  that  national  banks  are  reluctant  to 
take  out  currency,  and  some  of  the  strongest  and  safest  take  out  none. 

With  the  tax  off  of  circulation  and  the  amount  allowed  increased  to 
par  value  of  bonds  deposited,  the  profit  in  the  issue  of  circulating  notes 
would  be  so  materially  increased  as  to  lead  to  a  very  considerable 
enlargement  of  our  national  bank  circulation. 

In  ordinary  times  the  Government  could  afford  to  take  off  this  tax 
entirely.  It  was  imposed  to  reimburse  the  Government  for  the  expense 
involved  in  furnishing  circulation  and  supervising  the  banks.  It  has 
yielded  to  the  Government,  up  to  the  close  of  the  fiscal  year  1898, 
$83,315,392.25,  many  times  the  expense  to  the  Government,  which  has 
averaged  only  $173,848  per  year,  and  aggregates  less  than  $18,000,000. 

In  these  times,  however,  when  much  of  the  expense  of  the  war  is  still 
unpaid,  and  other  interests  are  paying,  and  cheerfully  paying,  the 
"war  tax,"  your  committee  have  not  felt  justified  in  recommending  the 
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remova?  of  this  tax,  but  rather  its  readjustment  in  a  manner  not 
tending  to  repress  the  issue  of  circulatory  notes.  They  therefore 
recommend  that  this  tax  on  circulation  be  repealed,  and  a  tax  on  the 
franchises  of  the  banks,  measured  by  their  capital,  surplus,  and  undi- 
vided profits,  be  imposed.  This  tax  of  one-tenth  of  1  per  cent  each 
six  months  will  realize  to  the  Government  somewhat  more  than  the 
present  tax,  and  fall  heaviest  on  those  institutions  best  able  to  pay  it. 
The  1  per  cent  on  circulation  amounted  during  the  last  fiscal  year  to 
$1,901,817.71.  The  tax  imposed  by  this  bill  during  the  same  year  would 
have  amounted  to  $1,921,879.75,  as  computed  by  the  Comptroller  of  the 
Currency. 

Section  18. — Eepeal  of   Time  Limitation  on   Increase  of 
National-Bank  Circulation. 

The  national  banking  law  allows  any  bank,  on  deposit  of  lawful 
money  in  place  of  its  own  notes,  to  withdraw  the  bonds  by  which  such 
notes  are  secured,  but  in  case  of  such  withdrawal  prohibits  the  further 
issue  of  circulatory  notes  to  such  withdrawing  bank  for  a  period  of  six 
months  after  such  withdrawal.  It  is  submitted  that  such  limitation  is 
unnecessary  and  unwise.  Emergencies  arise  suddenly.  A  currency 
famine,  perhaps  local,  may  be  precipitated  without  premonition  or 
notice,  or  some  new  business  development  may  give  use  in  some  locality 
for  increased  currency.  The  banks'  interested  should  be  allowed  freedom 
to  meet  this  new  demand;  and  the  fact  that  they  could  not  see  ahead 
for  six  months  and  anticipate  such  demand,  and  hence  within  that 
period  had  reduced  their  circulation,  should  not  prejudice  them. 

The  new  provision  authorizing  and  requiring  the  Comptroller  of  the 
Currency  to  keep  on  hand,  ready  for  immediate  issue,  blank  notes  for 
each  bank  having  circulation,  is  a  prudent  preparation  to  meet  any 
sudden  demand  for  increased  bank  circulation.  The  operation  of  the 
section  will  tend  to  increase  the  elasticity  of  national-bank  circulation 
and  to  materially  aid  these  institutions  in  meeting  unusual  calls  for 
currency,  whether  arising  from  panic,  periodic  business  demand,  or 
other  cause.  Bonds  can  at  any  time  be  deposited,  the  already  prepared 
blank  notes  be  at  once  received,  and  when  the  emergency  has  passed 
money  to  meet  the  new  notes  can  be  deposited  and  the  bonds  with- 
drawn. Thus  the  volume  of  bank-note  circulation  will  tend  to  adjust 
itself  to  the  demands  of  the  people. 


The  present  law  fixes  the  minimum  capital  of  national  banks  at 
$100,000,  except  in  places  having  a  population  of  6,000  or  less,  where 
the  capital  may  be  $50,000.  This  section  changes  the  law  by  adding  a 
provision  that  in  places  where  the  population  does  not  exceed  3,000 
banks  may  be  organized  with  a  minimum  capital  of  $25,000.  It  seeks 
thus  to  carry  banking  facilities  into  the  smaller  places,  where  neither 
the  business  nor  the  financial  ability  of  the  citizens  would  justify  the 
establishment  of  a  $50,000-capital  bank.  State  laws  authorize  the  for- 
mation of  State  banks  with  capital  as  low  as  $10,000,  and  in  one  or 
more  cases  down  even  to  as  low  as  $5,000,  thus  gravitating  to  the 
opposite  extreme.  The  average  capital  of  State  banks  in  many  of 
the  Western  States  is  even  below  the  limit  proposed  in  this  bill.  For 
instance,  the  average  is : 

In  California  $20,000 


Section  19.— Small  Banks. 


In  Idaho  

In  North  Dakota 


12,  000 
14,  000 


STANDARD  OF  VALUE,  ETC. 


21 


In  South  Dakota   $13,  000 

In  Wyoming   14,000 

In  Nebraska   20,  000 

In  Kansas   20,  000 

And  in  the  rapidly  developing  Territory  of  Oklahoma   12,  000 


Inquiry  of  the  Comptroller  of  the  Currency  develops  the  fact  that 
during  the  last  few  years  quite  a  number  of  national  banks' with 
$50,000,  capital  have  advised  the  Comptroller  that  the  population  and 
business  of  the  towns  in  which  they  were  located  did  not  warrant  that 
amount  of  capital,  and  that,  consequently,  they  were  compelled  to  liqui- 
date and  reorganize  under  State  laws.  And  in  this  connection  it  is 
instructive  to  note  the  relative  increase  in  the  number  of  State  and 
national  banks  in  the  different  States  from  1887  to  1897,  as  follows : 


States. 


Maine  

New  Hampshire 

Vermont  

Massachusetts  - . . 
Rhode  Island  — 

Connecticut  

New  York  

New  Jersey  

Pennsylvania  

Delaware  

Maryland  

Virginia  

West  Virginia . . . 
North  Carolina  . . 
Georgia 


South  Carolina 

Florida  

Alabama  

Mississippi  

Louisiana  

Texas  

Arkansas  

Kentucky  

Tennessee  

Missouri  

Ohio  


Indiana  

Illinois  

Michigan  

Wisconsin  

Iowa  

Minnesota  

North  Dakota. 
South  Dakota. 

Nebraska  

Kansas  

Montana  

Wyoming  

Colorado  

Washington 

Oregon  

California  

Idaho  

Utah  

Nevada  


Total  States. 


Territories : 

New  Mexico  , 

Oklahoma  

Indian  Territory 
Arizona  


Total  Territories. 
District  of  Columbia  .. 


Number  of 
State  banks. 


1887. 


0 
1 
0 
0 
10 
8 
102 
8 
80 
2 
8 
39 
14 
11 
25 
10 


6 
71 
27 
212 
46 
32 
48 
62 
56 
65 
54 

0 

140 
149 
0 
0 
8 
0 
4 

88 
0 
0 
0 


1,  338 


1897. 


8 

213 
21 
87 
1 
12 
85 
66 
45 
41 
17 
24 
11 
83 
20 
4 
32 
190 
51 
500 
131 
96 
104 
79 
130 
206 
145 
73 
157 
414 
377 
7 
5 
31 
32 
17 
173 
5 
8 
3 


Number  of 
national  banks. 


1887.  1897 


3, 711 


62 


3,  046 


These  figures  tell  their  own  story,  and  it  is  not  a  reassuring  one  to  the 
friends  of  the  national-bank  system.  For  instance,  New  York  gains 
111  State  banks  and  only  4  national  banks ;  Nebraska  gains  270  State 
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banks  and  but  1  national  bank;  Kansas  gains  228  State  banks  and 
loses  36  national  banks.  The  total  gain  of  national  banks  is  only  546, 
while  tliat  of  the  State  banks  is  2,435.  It  further  appears  from  the  last 
statement  of  the  Comptroller  of  the  Currency  that  on  December  1, 
1898,  there  were  3,590  national  banks  in  operation,  20  less  than  at  the 
close  of  the  fiscal  year  1897.  In  28  States  the  number  has  diminished 
during  the  year  1898  and  in  only  6  has  it  increased. 

A  system  in  which  the  people  have  implicit  confidence  and  which  has 
never  cost  a  dollar  of  loss  to  the  holder  of  one  of  its  notes  is  languish- 
ing and  far  from  keeping  pace  in  its  growth  with  the  growth  of  the 
nation  in  population  or  business.  The  prestige  of  the  national  name 
and  supervision,  the  absolute  confidence  of  the  people  in  every  dollar 
of  its  money,  and  the  right  to  issue  circulatory  notes  have  not  enabled 
it  to  keep  pace  with  State  systems  possessing  none  of  these  advan- 
tages. The  conclusion  is  irresistible  that  there  is  some  burden  upon  or 
defect  in  the  national-bank  system  that  ought  to  be  removed.  This 
bill  proposes  to  correct  some  of  the  most  patent  of  these  defects ;  others 
must  be  left  to  the  wisdom  of  a  future  Congress. 

Inquiries  have  also  from  time  to  time  come  to  the  Comptroller  as  to 
the  formation  of  banks  with  less  capital  than  now  allowed,  and  we  may 
easily  come  to  the  conclusion  that  the  reduction  proposed  in  the  mini- 
mum capital  of  national  banks,  coupled  with  the  other  changes  affecting 
them  provided  in  this  bill,  will  lead  to  a  very  considerable  increase  in 
their  number,  thus  increasing  the  aggregate  bank  currency  of  the 
country  and  carrying  the  advantages  and  accommodations  of  loanable 
capital  and  its  consequent  business  stimulus  into  communities  not  now 
enjoying  it. 

Such  provision  for  the  organization  of  small  banks  has  been  recom- 
mended in  recent  years  by  the  Comptroller  of  the  Currency  and  the 
Secretary  of  the  Treasury,  by  President  Cleveland,  and  by  President 
McKinley,  from  whose  annual  message  of  December,  1897,  we  quote  as 
follows : 

I  also  join  with  him  (the  Secretary  of  the  Treasury)  in  recommending  that 
authority  be  given  for  the  establishment  of  national  banks  with  a  minimum  capital 
of  $25,000.  This  will  enable  the  smaller  villages  and  agricultural  regions  of  the 
country  to  be  supplied  with  currency  to  meet  their  needs. 

Section  20. — Branch  Banks. 

The  last  section  of  the  bill  authorizes  the  establishment  of  branch 
banks,  subject  to  such  rules  and  regulations  as  the  Comptroller  of  the 
Currency,  with  the  approval  of  the  Secretary  of  the  Treasury,  may 
prescribe,  thus  leaving  to  the  Treasury  Department  to  define  the  condi- 
tions under  which  branch  banks  may  be  established  and  the  powers, 
not  exceeding  those  of  the  parent  bank,  which  they  may  exercise. 

In  its  failure  to  authorize  branch  banks  the  United  States  stands, 
thus  far,  practically  alone  among  commercial  nations.  Branch  banks, 
or  branch  offices  of  established  banks,  are  authorized  by  law  in  Argen- 
tina, Austria- Hungary,  Belgium,  Bolivia,  Brazil,  Canada,  Chile,  China, 
Colombia,  Costa  Bica,  Denmark,  Ecuador,  Egypt,  France,  Germany, 
Great  Britain,  Greece,  Guatemala,  Haiti,  India,  Japan,  Mexico,  Nether- 
lands, Newfoundland,  Nicaragua,  Paraguay,  Persia,  Peru,  Portugal, 
Boumania,  Bussia,  Salvador,  Sweden,  Switzerland,  Turkey,  Uruguay, 
and  Venezuela.  It  may  be  interesting  to  note  the  extent  to  which  this 
privilege  of  branch  banking  is  carried  on  in  other  countries.  For 
instance: 
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In  England  and  Wales  90  banks  have  3,446  branches  and  agencies. 

In  Scotland  11  banks  have  1,154  branches  and  agencies. 

In  Ireland  9  banks  have  580  branches  and  agencies. 

In  Isle  of  Man  3  banks  have  17  branches  and  agencies. 

Canada,  with  38  banks,  has  some  500  branch  banks. 

The  Eeichs  bank  of  Germany  has  240  branches.  The  Bank  of  France 
had,  in  1896,  94  branches  and  34  agencies. 

The  right  to  establish  branches  is  generally  exercised  throughout 
Europe,  not  only  by  the  Government  banks,  but  by  those  owned  and 
controlled  by  private  individuals. 

In  this  country  State  banks  are  allowed  to  establish  branches  under 
the  laws  of  many  of  the  States,  of  which  Arkansas,  California,  Dela- 
ware, Kentucky,  Michigan,  North  Carolina,  Nevada,  South  Carolina, 
and  Wisconsin  may  be  mentioned ;  and  the  national  bank  law  accords 
to  State  banks,  having  branches  and  reorganizing  under  the  national 
law,  the  right  to  retain  their  branches.    (Eev.  Stat.,  sec.  5155.) 

One  of  the  great  benefits  arising  from  the  authorization  of  branch 
banks  would  be  the  transfer  in  an  effective  manner  of  loanable  capital 
from  points  where  it  is  abundant  to  points  where  it  is  scarce.  It  has 
been  said  of  this  system:  "  It  counteracts  the  local  dearth  and  relieves 
the  local  glut,  facilitating  and  guiding  the  flow  of  circulating  capital 
to  those  parts  of  the  country  in  which  it  is  most  needed  and  can  be  best 
employed.  By  mingling  many  markets  into  what  is  practically  a  single 
one,  it  puts  all  borrowers  on  the  same  footing,  enabling  them,  on  the 
sole  condition  of  being  worthy  of  credit,  to  obtain  credit  on  equal 
terms.'7 

In  short,  it  is  an  efficient  agent  in  the  important  work  of  the  distri- 
bution of  the  capital  and  currency  of  the  nation,  and  that  is  the  great 
problem  for  the  thoughtful  statesman  and  student  of  finance.  We  suf- 
fer not  from  the  lack  of  an  adequate  aggregate  supply  of  our  circulat- 
ing medium  as  much  as  we  do  from  a  tendency  to  an  accumulation  and 
congestion  thereof  in  money  centers.  Several  hundred  years  ago 
Bacon  in  terse  and  forcible  language  alluded  to  the  same  centripetal 
tendency  of  money  and  capital  when  he  said,  " Money  is  like  muck; 
not  good  except  it  he  spread." 

Whatever  will  legitimately  tend  to  the  wider  and  more  even  distri- 
bution of  what  is  above  termed  " circulating  capital"  will  promote  the 
prosperity  and  best  interests  of  the  country.  It  is  believed  that  a 
system  of  branch  banks  will  materially  aid  in  reaching  remote  points 
and  small  communities,  where  independent  banks  could  not  be  sus- 
tained, and  thus  carry  to  them  the  life  blood  of  business  activity. 
Money,  however,  will  not  go  where  there  is  nothing  to  attract  it.  To 
obtain  it  the  individual  or  the  community  must  have  either  capital  or 
credit.  Capital  generally  gives  credit,  but  credit  may  exist  without 
capital.  Both  are  available  for  the  conduct  of  business,  and  banks  are 
useful  for  their  practical  utilization  for  business  purposes.  They  are 
the  conservators  of  capital,  but  its  distributers  also.  They  give  to 
credit  efficient  productive  power,  and  so  far  as  these  advantages  can 
be  carried  to  the  people  of  any  community,  they  promote  the  commerce 
and  prosperity  of  that  community. 

Without  going  into  a  discussion  of  the  other  specific  advantages  of 
a  branch  system  of  banks,  growing  out  of  their  more  economical  admin- 
istration, their  utilization  of  local  capital,  and  their  effect  in  equaliz- 
ing the  rates  of  discount  in  different  parts  of  the  country,  which  has 
been  so  noticeable  in  the  practical  operation  of  the  Canadian  system 
with  its  numerous  and  widely  scattered  branch  banks,  we  can  not  leave 
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this  matter  better  than  to  quote  from  the  report  of  the  Comptroller  of 

the  Currency  for  1896,  as  follows : 

The  very  smallest  of  agricultural  communities,  even  though  deprived  of  transpor- 
tation facilities,  under  a  branch-bank  system  could  still  be  given  the  advantages  of 
available  capital,  lower  interest,  and  lessened  cost  of  exchange,  privileges  they  can 
not  enjoy  when  dependent  upon  the  banking  methods  employed  by  the  village  or 
entirely  isolated  storekeeper.  The  branches  grafted  upon  a  parent  institution  of 
strength  would  introduce  a  capital  into  places  unable  to  support  independent  banks, 
which  could  successfully  compete  with  that  of  the  local  loaner  of  money  at  exorbi- 
tant rates  of  interest,  and  make  it  possible  to  obtain  credit  without  endangering  all 
property  interests  in  so  doing.  They  would  as  well  afford  a  place  of  local  deposit, 
and  within  a  very  brief  period  the  local  capital,  therefore  idle  and  useless,  would 
become  available  loanable  capital.  The  use  of  a  bank  as  a  place  of  deposit  of 
funds  means  the  use  of  the  check,  the  draft,  the  bill  of  exchange,  and  other  credit 
devices  which  reduce  to  a  minimum  the  passing  from  hand  to  hand  of  actual  money 
or  the  currency  representatives  of  money  in  the  payment  of  obligations.  Under 
such  an  order  of  things  every  dollar  would  become  an  efficient  dollar,  and  instead  of 
supporting  a  single  transaction  it  would  support  many. 

SUMMARY. 

It  will  be  seen  from  this  review  of  the  provisions  of  the  bill  that, 
while  not  entirely  complete,  it  is  still  comprehensive;  it  is  progressive 
in  detail,  while  conservative  in  principle.  It  travels  along  the  beaten 
path  of  successful  experience.  It  advances  no  new  theory;  introduces 
no  new  principle.  It  amplifies  and  to  a  considerable  extent  completes 
a  system  which  has  stood  the  test  of  practical  and  successful  trial  for 
years.  It  adheres  to  a  system  with  which  the  people  are  familiar,  and 
leaves  to  the  future  the  consideration  of  what  may  possibly  be  some 
better  one  with  which  they  are  not  familiar. 

A  summary  of  its  provisions  will  vindicate  the  assertion  that  it  keeps 
close  to  the  shore  of  familiar  methods  and  well-established  principles: 

It  seeks  to  clearly  recognize  and  firmly  establish  the  gold  standard. 
This  has  existed  by  legal  recognition  since  1873  and,  in  fact,  long  before. 

It  makes  Government  obligations  payable  in  gold  coin.  This  has  long 
been  the  understood  fact  and  is  the  logical  result  of  existing  law  requir- 
ing the  parity  to  be  preserved. 

It  requires  the  keeping  of  a  gold  reserve.  This  the  Secretary  of  the 
Treasury  has  held  for  years  without  law. 

It  provides  for  the  retirement  of  the  Government  notes.  This  was 
contemplated  when  they  were  first  issued,  and  has  been  twice  hitherto 
commenced  by  legal  provision. 

It  authorizes  the  increase  of  our  subsidiary  coin — this  is  but  an 
extension  of  coinage  carried  on  from  the  foundation  of  the  Government, 
and  is  necessary  to  give  legality  to  issues  already  made. 

It  provides  for  the  retirement  of  the  gold  and  currency  certificates 
and  the  repeal  of  the  law  authorizing  them.  These  are  an  excrescence 
on  our  financial  system,  known  in  no  other  nation,  and  which  the 
Government  has  ceased  to  issue,  or  issued  reluctantly  for  some  time. 

It  readjusts  the  denominations  of  paper  money  between  the  Govern- 
ment notes,  bank  currency,  and  silver  certificates.  This  is  no  change 
of  principle,  but  merely  of  detail. 

It  enlarges  the  amount  of  currency  that  may  be  issued  by  national 
banks  and  removes  obstacles  to  its  prompt  issuance  and  withdrawal. 
This  changes  in  no  way  the  character  of  the  security  for  said  notes  or 
the  general  plan  of  their  issue  and  redemption. 

It  readjusts  the  tax  paid  by  national  banks,  but  without  material 
change  of  the  aggregate  amount  collected. 

It  reduces  the  minimum  capital  required  for  the  incorporation  of 
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national  banks  and  gives  authority  for  the  establishment  of  branches, 
but  leaves  them  under  the  general  banking  plan  and  system  that  has 
existed  for  upwards  of  thirty  years. 

It  will  thus  be  s#en  that  the  bill  adheres  closely  in  principle  to  exist- 
ing law  and  custom,  simply  making  clear  and  positive  what  may  have 
been  doubtful  or  inferential,  and  amplifying,  rounding  out,  and  com- 
pleting, rather  than  revolutionizing  and  replacing  existing  systems 
and  methods. 

While  entirely  satisfied  that  the  bill  reported  is  wise  and  judicious, 
it  is  but  fair  to  the  committee  to  say  that  they  are  by  no  means  satis- 
fied that  it  is  complete  in  its  banking  features.  Some  additions  to  it 
could  doubtless  be  wisely  made,  notably  some  provision  for  an  emer- 
gency circulation,  increasing  the  elasticity  of  our  currency,  whereby  it 
could  be  quickly  expanded  in  any  temporary  exigency,  and  would  auto- 
matically contract  when  the  emergency  was  past.  It  is  probable  that 
some  provision  on  this  subject,  along  the  general  line  of  the  recommen- 
dation of  the  Comptroller  of  the  Currency  in  his  last  report,  might  be  a 
valuable  addition  to  the  bill.  Your  committee  are  not  unaware  of  other 
changes  and  additions  to  our  banking  laws  that  are  urged  with  earnest- 
ness and  force,  and  they  pass  no  judgment  on  any  of  these  propositions, 
as  they  were  not  committed  to  them  by  the  House,  and  hence  they  have 
not  felt  justified  in  entering  on  the  consideration  of  any  new  propositions 
relating  exclusively  to  the  national-bank  system. 

This  bill  is,  however,  reported  by  your  committee  in  the  full  faith  that 
its  passage  will  do  very  much  to  quiet  doubt,  dispute,  and  apprehension  5 
will  strengthen  the  national  credit  at  home  and  abroad 5  will  give 
solidity  and  stability  to  the  basis  on  which  business  enterprise  and 
progress  rest ;  and  will  in  a  general  way  promote  the  convenience  and 
welfare  of  our  citizens  and  the  prosperity  of  the  nation.  The  test  of 
practical  experience  may  develop  changes  that  should  be  made  in  it, 
additions  that  should  be  made  to  it,  and,  if  so,  the  wisdom  of  Congress 
may  be  relied  upon  to  make  them  in  due  time. 

For  convenient  reference,  a  copy  of  the  substitute  bill  reported  is 
hereto  attached. 


A  BILL  to  define  and  fix  the  standard  of  value  and  to  regulate  coinage,  and  provide  for  redemption 
thereunder,  and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  Souse  of  Eepresentatives  of  the  United  States  of  America 
in  Congress  assembled,  That  the  standard  unit  of  value  shall  as  now  be  the  dollar,  and 
shall  consist  of  twenty-five  and  eight-tenths  grains  of  gold,  nine-tenths  fine,  or 
twenty-three  and  twenty-two  one-hundredths  grains  of  pure  gold,  being  the  one- 
tenth  part  of  the  eagle. 

Sec.  2.  That  all  obligations  for  the  payment  of  money  shall  be  performed  in  con- 
formity with  the  standard  provided  for  in  section  one :  Provided,  That  nothing  herein 
contained  shall  be  construed  or  held  to  affect  the  present  legal-tender  quality  of  the 
silver  dollar  or  the  subsidiary  or  minor  coins,  or  the  paper  currency  of  the  United 
States. 

That  all  obligations  of  the  United  States  for  the  payment  of  money  now  existing 
or  hereafter  to  be  entered  into  shall,  unless  hereafter  otherwise  expressly  stipulated, 
be  deemed  and  held  to  be  payable  in  gold  coin  of  the  United  States,  as  defined  in 
the  standard  aforesaid. 

Sec.  3.  That  there  shall  continue  to  be  free  coinage  of  gold  into  coins  of  the 
denominations,  weight,  fineness,  and  legal-tender  quality  prescribed  by  existing 
laws. 

No  silver  dollars  shall  be  hereafter  coined,  except  from  the  silver  bullion  held 
against  outstanding  Treasury  notes  issued  under  the  act  of  July  fourteenth,  eighteen 
hundred  and  ninety. 

Silver  coins  of  denominations  less  than  one  dollar  shall  be  coined  upon  Govern- 
ment account,  of  the  denominations,  weight,  fineness,  and  legal-tender  quality  pre- 
scribed by  existing  laws. 
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Minor  coins  shall  continue  to  be  coined  upon  Government  account,  of  the  denomi- 
nations, weight,  fineness,  and  legal-tender  quality  prescribed  by  existing  laws. 

Subsidiary  and  minor  coins  shall  be  issued  and  exchanged,  as  prescribed  by  exist« 
ing  laws,  except  as  hereinafter  otherwise  provided. 

Sec.  4.  That  there  is  hereby  created  a  division  in  the  Treasury  Department  to  be 
known  as  the  division  of  issue  and  redemption,  to  which  shall"  be  assigned,  under 
such  regulations  as  the  Secretary  of  the  Treasury  may  approve,  all  records  and 
accounts  relating  to  the  issue,  redemption,  and  exchange,  as  hereinafter  provided, 
of  the  several  kinds  of  United  States  money. 

There  shall  be  transferred  from  the  general  fund  in  the  Treasury  of  the  United 
States  and  taken  up  on  the  books  of  said  division  as  a  redemption  fund  the  amount 
in  gold  coin  and  bullion  held  against  outstanding  gold  certificates,  the  amount  in 
United  States  notes  held  against  outstanding  currency  certificates,  the  amount  in 
silver  dollars  held  against  outstanding  silver  certificates,  the  amount  in  silver  dol- 
lars and  silver  bullion  held  against  outstanding  Treasury  notes  issued  under  the  act 
of  July  fourteenth,  eighteen  hundred  and  ninety. 

Sec.  5.  That  there  shall  be  transferred  from  the  general  fund  in  the  Treasury  of 
the  United  States  and  taken  up  on  the  books  of  said  division  as  a  reserve  fund  an 
amount  of  gold,  in  coin  and  bullion,  equal  to  twenty-five  per  centum  of  the  amount, 
both  of  United  States  notes  and  Treasury  notes  issued  under  the  act  of  July  four- 
teenth, eighteen  hundred  and  ninety,  outstanding,  and  a  further  sum  in  gold  equal 
to  five  per  centum  of  the  aggregate  amount  of  the  coinage  of  silver  dollars.  This 
reserve  shall  be  held  as  a  common  fund,  and  used  solely  for  the  redemption  of  said 
notes  and  in  exchange  for  said  notes  and  for  silver  dollars,  as  hereinafter  provided. 

Sec.  6.  That  it  shall  be  the  duty  of  the  Secretary  of  the  Treasury  to  maintain  the 
gold  reserve  fund  taken  up  on  the  books  of  the  division  of  issue  and  redemption, 
and  for  this  purpose  he  may  from  time  to  time  transfer  to  such  fund  any  moneys  in 
the  Treasury  not  otherwise  appropriated;  and  in  addition  thereto  he  is  hereby 
authorized  to  issue  and  sell,  whenever  it  is,  in  his  judgment,  necessary  to  the  ends 
aforesaid,  bonds  of  the  United  States,  bearing  interest  at  a  rate  not  exceeding  three 
per  centum  per  annum,  payable  in  gold  coin  at  the  end  of  twenty  years,  but 
redeemable  in  gold  coin  at  the  option  of  the  United  States  after  one  year. 

Sec.  7.  That  the  Treasurer  of  the  United  States  shall,  at  Washington,  and  at  such 
subtreasuries  of  the  United  States  as  the  Secretary  of  the  Treasury  may  from  time 
to  time  designate,  on  demand,  for  and  on  account  of  the  redemption  and  reserve 
funds  herein  created — 

First.  Pay  out  gold  coin  for  gold  certificates; 

Second.  Pay  out  United  States  notes  for  currency  certificates ; 

Third.  Pay  out  gold  coin  in  redemption  of  United  States  notes  and  Treasury  notes 
of  eighteen  hundred  and  ninety ; 

Fourth.  Pay  out  silver  dollars  for  silver  certificates  of  any  denomination; 

Fifth.  Issue  silver  certificates  of  denominations  of  one  dollar,  two  dollars,  and  five 
dollars  in  exchange  for  silver  dollars  and  for  silver  certificates  of  denominations 
above  five  dollars ; 

Sixth.  Pay  out  gold  coin  in  exchange  for  silver  dollars ; 

Seventh.  Pay  out  silver  dollars  not  covered  by  outstanding  silver  certificates,  in 
exchange  for  gold  coin,  United  States  notes,  or  Treasury  notes; 

Eighth.  Pay  out  United  States  notes  or  Treasury  notes  in  exchange  for  gold  coin. 

Sec.  8.  That  the  Treasurer  of  the  United  States  shall,  on  demand,  pay  in  gold  coin 
all  United  States  notes  and  Treasury  notes  presented  for  payment,  and  as  paid  cancel 
the  same  up  to  such  an  amount  as  shall  equal,  but  not  exceed,  the  increase  of  national- 
bank  notes  issued  subsequent  to  the  taking  effect  of  this  act. 

Sec.  9.  That  if  at  the  end  of  five  years  next  after  the  taking  effect  of  this  act  any 
United  States  notes  or  Treasury  notes  shall  be  outstanding,  a  sum  not  exceeding 
one- fifth  of  such  outstanding  amount  shall,  as  received,  be  retired  and  canceled  each 
year  thereafter;  and  at  the  end  of  ten  years  after  the  passage  of  this  act  United 
States  notes  and  Treasury  notes  then  outstanding  shall  cease  to  be  a  legal  tender  for 
all  debts,  public  and  private,  except  for  dues  to  the  United  States. 

Sec.  10.  That  United  States  notes  or  Treasury  notes  once  redeemed  in  gold  shall 
not  be  paid  out  again  except  for  gold  coin. 

Sec.  11.  That  the  Secretary  of  the  Treasury  is  hereby  authorized  to  use,  at  his  dis- 
cretion, any  silver  bullion  in  the  Treasury  of  the  United  States  purchased  under  the 
act  of  J  ily  fourteenth,  eighteen  hundred  and  ninety,  for  coinage  into  such  denomi- 
nations of  subsidiary  silver  coin  as  may  be  necessary  to  meet  the  public  require- 
ments for  such  coin;  and  any  gain  or  seigniorage  arising  from  this  coinage  shall  be 
accounted  for  and  paid  into  the  Treasury.  And  whenever  any  silver  bullion  pur- 
chased under  the  act  of  July  fourteenth,  eighteen  hundred  and  ninety,  shall  be  used 
in  the  coinage  of  subsidiary  silver  coin,  an  amount  of  Treasury  notes  issued  under 
said  act  equal  to  the  cost  of  the  bullion  contained  in  such  coin  shall  be  canceled 
and  not  reissued. 
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Sec.  12.  That  the  Secretary  of  the  Treasury  is  hereby  authorized  and  directed  to 
cause  all  worn  and  uncurrent  subsidiary  silver  coin  of  the  United  States  now  in  the 
Treasury,  and  hereafter  received,  to  be  recoined,  and  to  reimburse  the  Treasurer  of 
the  United  States  for  the  difference  between  the  nominal,  or  face,  value  of  such 
coin  and  the  amount  the  same  will  produce  in  new  coin,  from  any  moneys  in  the 
Treasury  not  otherwise  appropriated,  and  so  much  of  the  joint  resolution  approved 
July  twenty -second,  eighteen  hundred  and  seventy-six,  relating  to  the  issue  of  silver 
coin,  as  limits  the  aggregate  amount  of  subsidiary  silver  coin  and  of  fractional 
currency  outstanding  at  any  time  to  fifty  millions  of  dollars  be,  and  the  same  is 
hereby,  repealed. 

Sec.  13.  That  gold  certificates  and  currency  certificates  shall,  whenever  presented 
and  paid  or  received  in  the  Treasury,  be  retired  and  canceled.  All  provisions  of 
law  authorizing  the  issue  or  reissue  of  gold  certificates  or  currency  certificates  are 
hereby  repealed. 

Sec.  14.  That  no  United  States'  note  or  Treasury  note  issued  under  the  act  of  July 
fourteenth,  eighteen  hundred  and  ninety,  of  a  denomination  less  than  ten  dollars 
shall  hereafter  be  issued,  and  silver  certificates  shall  hereafter  be  issued  or  paid  out 
only  in  denominations  of  one  dollar,  two  dollars,  and  five  dollars  against  silver  dol- 
lars deposited  in  the  division  of  issue  and  redemption,  or  in  exchange  for  silver 
certificates  of  denominations  exceeding  five  dollars. 

Sec.  15.  That  upon  deposit  by  national  banking  associations  of  United  States 
bonds,  bearing  interest  as  provided  by  law  under  the  provisions  of  sections  fifty-one 
hundred  and  fifty-nine  and  fifty-one  hundred  and  sixty  of  the  Revised  Statutes,  such 
association  shall  be  entitled  to  receive  from  the  Comptroller  of  the  Currency  circu- 
lating notes  of  different  denominations  in  blank,  registered  and  countersigned  as 
provided  by  existing  law,  equal  in  face  value  to  the  full  par  value  of  the  bonds  so 
deposited ;  and  national  banking  associations  now  having  bonds  on  deposit  for  the 
security  of  circulating  notes  less  in  face  value  than  the  par  value  of  the  bonds,  or 
which  may  hereafter  have  such  bonds  on  deposit,  shall  be  entitled,  upon  due  appli- 
cation to  the  Comptroller  of  the  Currency,  to  receive  additional  circulating  notes  in 
blank  to  an  amount  which  Trill  increase  the  aggregate  value  of  the  circulating  notes 
held  by  such  associations  to  the  par  value  of  the  bonds  deposited,  such  additional 
notes  to  be  held  and  treated  in  the  same  way  as  circulating  notes  of  national  banking 
associations  heretofore  issued,  and  subject  to  all  the  provisions  of  existing  law  affect- 
ing such  notes :  Provided,  That  nothing  herein  contained  shall  be  construed  to  modify 
or  repeal  the  provisions  of  sections  fifty-one  hundred  and  sixty-seven  and  fifty-one 
hundred  and  seventy-one  of  the  Revised  Statutes,  authorizing  the  Comptroller  of 
the  Currency  to  require  additional  deposits  of  bonds  or  of  lawful  money  in  case  the 
market  value  of  the  bonds  held  to  secure  the  circulating  notes  shall  fall  below 
the  par  value  of  the  circulating  notes  outstanding  for  which  such  bonds  may  be 
deposited  as  security. 

Sec.  16.  That  the  circulating  notes  furnished  to  national  banking  associations 
under  the  provisions  of  this  act  shall  be  of  the  denominations  prescribed  by  exist- 
ing law,  except  that  no  national  banking  association  shall,  after  the  passage  of  this 
act,  be  entitled  to  receive  or  to  issue  or  reissue  or  place  in  circulation  any  circulat- 
ing notes  of  a  less  denomination  than  ten  dollars. 

Sec.  17.  That  every  national  banking  association  shall  pay  into  the  division  of 
issue  and  redemption  each  half  year,  in  the  months  of  January  and  July,  on  or 
before  the  thirtieth  day  thereof,  a  duty  of  one-tenth  of  one  per  centum  upon  the 
value  of  its  franchise  as  measured  by  the  aggregate  amount  of  its  capital,  surplus, 
and  undivided  profits  upon  the  last  day  of  the  calendar  month  next  preceding. 
Sections  fifty-two  hundred  and  fourteen,  fifty-two  hundred  and  fifteen,  fifty- two 
hundred  and  sixteen,  and  fifty-two  hundred  and  seventeen  of  the  Revised  Statutes 
of  the  United  States  are  hereby  repealed.  But  nothing  in  this  section  contained 
shall  be  so  construed  as  in  any  manner  to  release  any  national  banking  association 
from  any  liability  for  taxes  or  penalties  incurred  prior  to  the  passage  of  this  act. 

Sec.  18.  That  so  much  of  section  nine  of  an  act  entitled  "An  act  to  enable  national 
banking  associations  to  extend  their  corporate  existence,  and  for  other  purposes," 
approved  July  twelfth,  eighteen  hundred  and  eighty-two,  as  reads  as  follows,  "And 
no  national  bank  which  makes  any  deposit  of  lawful  money  in  order  to  withdraw 
its  circulating  notes  shall  be  entitled  to  receive  any  increase  of  its  circulation  for 
the  period  of  six  months  from  the  time  it  made  such  deposit  of  lawful  money  for  the 
purpose  aforesaid:  Provided,  That  not  more  than  three  millions  of  dollars  of  lawful 
money  shall  be  deposited  during  any  calendar  month  for  this  purpose:  And  provided, 
That  the  provisions  of  this  section  shall  not  apply  to  bonds  called  for  redemption 
by  the  Secretary  of  the  Treasury,  nor  to  the  withdrawal  of  circulating  notes  in  con- 
sequence thereof,"  be,  and  the  same  is  hereby,  repealed;  and  the  Comptroller  of  the 
Currency  is  hereby  authorized  and  directed  to  have  prepared  and  keep  on  hand, 
ready  for  delivery  on  application,  blank  notes  to  such  an  amount  as  he  may  deem 
advisable  for  each  national  banking  association  having  circulation. 
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Sec.  19.  That  section  fifty-one  hundred  and  thirty-eight  of  the  Revised  Statutes 
is  hereby  so  amended  as  to  read  as  follows : 

"  Sec.  5138.  No  association  shall  be  organized  with  a  less  capital  than  one  hundred 
thousand  dollars,  except  that  banks  with  a  capital  of  not  Less  than  fifty  thousand 
dollars  may,  with  the  approval  of  the  Secretary  of  the  Treasury,  be  organized  in 
any  place  the  population  of  which  does  not  exceed  six  thousand  inhabitants,  and 
except  that  banks  with  a  capital  of  not  less  than  twenty-five  thousand  dollars  may, 
with  the  sanction  of  the  Secretary  of  the  Treasury,  be  organized  in  any  place  the 
population  of  which  does  not  exceed  three  thousand  inhabitants.  No  association 
shall  be  organized  in  a  city  the  population  of  which  exceeds  fifty  thousand  persons 
with  a  capital  of  less  than  two  hundred  thousand  dollars." 

Sec.  20.  That  it  shall  be  lawful  for  any  national  banking  association  to  establish 
branches  under  such  rules  and  regulations  as  may  be  prescribed  by  the  Comptroller 
of  the  Currency,  with  the  approval  of  the  Secretary  of  the  Treasury. 
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